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PREFACE 


At a time, when the public gaze is fixed on the problems of 
Agriculture, and the Planners are trying hard to reshape the agricul- 
tural economy of India, a consolidated statement of the Principles of 
Agricultural Economics may not be out of place. Much confusion of 
thought could be avoided if a correct application of the principles to 
the problems were made. Policy making, carried out in the light of 
the accepted theory, would steer clear of the deflections and degres- 
sions from which it suffers today. It is sound theory alone, that could 
guide the Planners and the Administrators, let apart the Peasants and 
Economists. To ignore the fundamental principles is suicidal to the 
implementation of the projected policies. Agricultural Policy, if it is 
to be sure-footed, must find a basis in the accepted principles,' to which 
all agrarian projects must be geared. ' 1 

An inexcusable gap has noticeably existed in the Indian Economic 
Literature about a book on the theoretical aspects of Agricultural Eco- 
nomics, probably because the Indian Economists have been preoccupi- 
ed with problems more difficult and desperate, or probably because 
the agriculturists did not present a setof problems, which could only 
be tackled under theoretioal guidance. The fact is, that the subject 
has remained neglected, for the master minds have been able to attack 
the problem, without formally invoking the principle underlying 
them, but for the layman and the student this abbreviated process of 
"mental gymnastics” was quite a jigsaw puzzle. 

Pertinent, it is, therefore, to expect that this elementary analysis 
of the rudimentary Principles of Agricultural Economics, would provide 
some background to the student and the layman ; though the Econo- 
mist and the Expert may find in this approach nothing original. In 
fact, this manuscript shaped itself out of the efforts of the author 
(himself a humble student) to convey to his students in an intelligible 
manner, and in a consolidated fashion the basic elements of the sub- 
ject ; he owes this dissertation to the constructive criticism of his 
students and colleagues. 

No originality is claimed for the subject matter, which is as old 
as Man. Most of the standard works on the subject emanating, as 
they do, from the Western experts, suffer from an excessive interspers- 
ing of topical and local references, through which the average Indian 
student, unacquainted with those conditions, finds its difficult to wade. 
An effort has been made, even at the cost of repetition, to resist the 
temptation of making local allusions. The author is conscious of the 
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limitations of the treatment presented here, and would welcome any 
criticism which would not only improve the tone of the book, but also 
educate him He craves the indulgence of his seniors for intrusion 
into an expert field, and hopes they would overlook all lapses in this 
analysis and its presentation 

In the end, the author acknowledges his deepest debt of grati- 
tude to the standard works on the subject (which have been consult- 
ed), to his teachers (at whose feet he learnt the subject), to his learned 
colleagues, devoted friends (who encouraged him at every step), and 
his publishers who have been good enough to give the book its final 
shape and bring it out in time 


Glenmire Cottage, Simla 

The ist June, 19J9 B N PAL 
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CHAPTER I 


INTRODUCTION 


What is_ Agriculture ?— Place of Agriculture amongst Man’s Activities : Peculi- 
arities of Agriculture : Its Natural and Physical Limitations: Many-sidedness of 
Agriculture : Agriculture, Industry and Commerce : Economic Divergence between 
Primary and Secondary Industries. Agriculture as a Science and an Art — Application 
of Science : Art of Agriculture : Agricultural and Business Activities. Conclusions 
and Summary. 


Agriculture, the oldest and the most basic of all human 
professions, is in its widest aspects, assumed to include all forms of 
soil production, from forestry to glass-house culture, from fishery 
to artificial insemination, and from breeding to horticulture. 
Even in this industrial age agriculture is easily the world’s biggest 
calling. It is the most important ‘industry’. A study of agricul- 
ture comprises not only the study of crops and farming but also 
that of its soil and of fertility and applied biology, breeding and 
feeding of farm animals as also drainage of the marshes. Thus 
it draws upon a knowledge of Applied Biology, Engineering (includ- 
ing Mechanics) and even some elements of Geology. Nowadays an 
efficient farmer must also be conversant with elements of Meteorology 
and Bacteriology. Thus agriculture is an over-all branch of know- 
ledge, probably the widest. A farmer, in order to earn a decent 
living must also know the elements of business. A good farmer’s 
scientific training would, in short, include a thorough knowledge 
of the physical and biological principles, underlying agriculture, laws 
of Agricultural Economics and a thorough system of farm book- 
keeping and accounting, too. 

WHAT IS AGRICULTURE 

Place of Agriculture. Manifold, as man’s activities are, agricul- 
ture occupies the most important place amongst them. We 
get our food from agriculture. Corn is grown on the farms. 
Horticulture is a similar pursuit, cattle rearing and dairy farming 
are subsidiary industries, while fishery is an allied occupation. 
The farmer is thus the food-giver. Again, it is on the raw materiaL 
grown in our fields and farms that most of the manufacturing 
industries are based. Our clothing needs are met from agriculture, 
whether it be textiles (from cotton and other fibres) or it be woollen 
clothes (from sheep farming) or the silken varieties (from sericulture). 
Man’s shelter is provided for mainly by forestry, which supply 
timber for building and furnishing purposes. The fuel needs ofi 
an overwhelming majority of mankind are still met from agri- 
cultural operations pertaining to afforestation and certain more; 
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backward communities from cattle rearing Humanity could 
probably not live without agriculture Paradoxically enough, 
■agriculture still remains the most important industry m this 
Industrial Age 

Peculiarity of Agriculture Agricultural op“rations are quite 
distinct Mature plays a dominant role m agricultural pur- 
suits Here man’s association with Nature is most intimate and 
manysided Weather, climate, soil structure, sunshine and other 
such factors beyond the reach of man, play the most vital role in 
the farming business This is not to minimise the scientific 
achievements in the field of agriculture, which has recently been 
transformed into a very technical science But the emphasis 
remains on the ‘‘naturalness” of farming An outdoor occupation, 
as it persistently continues to be, in spite of all scientific achieve 
ments, it must inherently always be at the mercy of Mother 
Nature Still another distinctive feature is its '-asonal aspect 
Growing crops is a seasonal operation, born out of the season 
■and depending upon its cycle Any variation or disturbance in 
their repetitiveness easily dislocates this farming routine Also 
geophysical disturbances have their repercussions on croppage 
Soil composition and mechanics definitely reflect on crop proiuc 
aion Even the movements of sunspots may bring about changed 
an productivity by influencing the amount of s inhght available 
Agriculture is also dependent upon the subsoil bacteriological 
•variants Thus it is that agriculture remains an industry with the 
peculiar characteristic of being out of man’s active control, 
although agricultural operations are being increasingly brought 
within his sphere of influence 

Natural and Phjsieal limitations In this context may also 
be mentioned the natural and physical limitations of agri 
■culture As stated above, a large number of physical factors 
circumscribe this venture, e g soil, latitude, altitude, acces- 
sibility, configuration, evaporation and temperature Because 
of some of thes» factors, vast areas have been rendered useless 
for cultivation To take an example, altitude admittedly affects 
the composition of the crops Similarly latitude, too, has a 
bearing on the variety of agricultural products The output 
in the Equatorial region is not, what it is m the Tropical 
or the Tundra regions Temperature, too, exercise an immeasur 
able influence on crop production Only such insignificant factors 
as changes in humidity bring about parallel changes m cropping 
Again, the incidence of configuration on the composition of crops 
is immense Similarly, precipitation and evaporation concern 
themselves with the retention of moisture in the soil which, in 
turn, plays not an insignificant part in the farming operations 
Due regard has also to be paid to Nature’s living organisms which 
jeopardise the practice of agriculture Locust swarms, rinderpest. 
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and contagious abortions among cattle, the warble and the tsetse 
fly and numerous other afflictions upset all calculations of the 
farmers. True, that man can conquer these, make good deficiency 
of Nature and modify certain determining factors, but on a scale 
•too small to admit of wide and large-scale application, while the 
methods applied are still too expensive to find universal application. 
Alkali-impregnation, artificial rainfall, and glass-house culture are 
still in the laboratory stage. 

Many-sidedness of Agriculture. Agriculture is a manysided 
■activity, it is not a single industry, crop and animal husbandry 
are frequently practised together. Poultry-farming and dairy- 
farming are other aspects. In the sphere of agriculture itself multiple 
farming is practised. Rotation of crops tends to diversify the 
character of agriculture. Sheep farming and cattle rearing also 
punctuate a farmer’s routine. Recently, scientific advancements 
have made possible a better utilization of what was so far considered 
as waste. The farmer is now getting more and more interested 
even in canning and preservation industries. The commercial 
aspects, of agriculture are becoming increasingly important. In 
the field of agricultural engineering, the peasant’s attention is 
being attracted to the more advanced methods of soil reclamation, 
drainage and anti-waterlogging activities. Agricultural pre- 
occupations are fast multiplying, and the peasant’s life getting 
more and more variegated. The diversification of agriculture is 
sits more important aspect. Even the term “agricultural produce” 
is generic and covers in an extraordinary measure, an almost infinite 
variety of customs and crops. The only impression conveyed by 
•even a casual survey of agriculture is that it is easily the most 
homogeneous industry, with all its aspects, well fused, all its opera- 
tions completely integrated, and all its various phases indistinguish- 
-ably interwoven. 

Agriculture, Industry and Commerce. It is riot customary to treat 
.agriculture as an industry. It may be pertinent to point out that 
the term industry covers three types, the primary, the secondary, and 
the tertiary industries. The latter two cover manufacturing and 
•commerce, while agriculture is the only primary industry. But 
usually, we distinguish agriculture from industry and commerce. 
In this .context agriculture is not styled as an industry nor as com- 
merce. Thus in the narrow sense agriculture is not treated as an 
•Industry. But even this fine distinction does not stand critical 
examination, for verily, agriculture has its industrial aspects, such as 
•oil crushing, rice husking and flour milling. Again, a similarity may 
be drawn between mechanised farming and Industrial operations, as 
.also between the application of scientific technique to both. In 
these respects agriculture may be treated as an industry. Again 
we may also refer to the business aspect of agriculture. 
(Commercial farming is not quite a recent development; it is as 



4 


INTRODUCTION 


old as the trade between nations And nowadays agriculture is 
grettmg more and more commercialised Thus one is led to believe 
that industrial and commercial aspects of agriculture are quite as 
important as agriculture itself is Loosely speaking, it may be 
possible to speak of agriculture both as industry and commerce 
Though in the final analysis agriculture retains its distinctive charac- 
ter, still it may be correct to speak of agriculture as being closely 
related to industry as well as to commerce In our opinion, thiv 
inter dependence is quite intimate but the fact remains that, it 
is commerce and industry that are more dependent upon agricul- 
ture than agriculture is on these two Here we study the economic 
divergence between them to be able to appreciate this point. 

Economic Dnergem between Primary and Secondary Industries 
But for this economic divergence between the tertiary, secondary, 
and the primary industries, all human activity would have 
been styled as industry. The outstanding difference is the relative 
mobility and immobility of these occupations The primary industries 
are the most immobile while the secondary ones are only relatively 
mohile and the tertiary pursuits, the most mobile While the com- 
mercial enterprises can quite easily adjust their output and organi- 
sations to the external fluctuations and thus ate highly adaptable 
and flexible, the industrial concerns are comparatively less so , these 
are more or less fixed and specialised Expansion and contraction m 
their case is more a function of time and technique Admittedly,, 
technical advancements are now imparting greater adaptability, flexi 
bility and mobility to the industrial plants, still they remain m a. 
backward stage as compared with the tertiary industries In the 
case of agriculture the immobility, inadaptability and inflexi- 
bility are more pronounced The farmer is rather handicapped 
in this respect He can neither take immediate advantage of 
altered technical processes nor can he benefit from fluctua- 
tions in tastes, fashions and modes of life To him are also denied 
sudden changes, for Nature — his partner — exercises chronological 
restrictions on his activities To cite a few examples, we find the 
planter waning for about a decade before he can reap even the 
fruits of his labour , while in the field of cattle farming, one has to 
bide one’s time before even the most prolific of animals can be 
made to respond to his efforts The ‘'primary” producer cannot- 
possibly restrict or draw out what he has cultivated, and must 
be prepared to face the consequences of what he has done. His 
is a game where he has very few alternatives In the economic 
language, we say that the “time lag” in agriculture is quite pro- 
minent. This is more so because of the “distance” between the 
agriculturist and the market The farmer is mostly unaware of the 
economic and technological trends of the times , he is rather con- 
servative and often ignorant, while his poverty and illiteracy mipose- 
severe limitations upon his “capacity” to bndge this economic 
divergence between his industry and the secondary and tertiary 
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industries, by making it more adaptable. Apart from the fact that 
agriculture occupies a very important place in the world’s occu- 
pational set-up we must recognise that it is easily the basis of all 
human activity. In the light of the above analysis, farming is 
the foundation of the secondary and the tertiary industries, even 
in an advanced society. But things as they are, a large majority' 
•of world population lives in a state of comparative backwardness. 
In these regions, the complexion of the secondary industries, is 
more or less of an agrarian type, or at least closely allied to it. 
Most of the industries are cottage industries, articles being manu- 
factured from the locally available raw materials which are mostly 
■obtained from land. These industries, therefore, derive their , 
•strength from agriculture. In the tertiary occupations in these 
•regions again, most of the commercial activities relate to the buying 
and selling of agricultural produce. Quantitatively speaking, the 
bulk of the world trade still pertains to the disposal of raw materials. 
Agriculture, therefore, is by far the most important industry and 
ihe basis of all the other industries, whether secondary or tertiary'. 

AGRICULTURE AS A SCIENCE AND AN ART 
Having understood the place of agriculture in the world 
-economy we should now try to grasp what agriculture is, from 
■the academic point of- view. Knowledge is divided into sciences 
-and arts. Without entering into the arena of controversy about 
the definitions of “sciences” and “arts” we may broadly define a 
science as that branch of knowledge which relates cause and 
effect, (as Chemistry, Physics, etc., etc.) and an art as creative. In 
this connection, we shall readily agree that agriculture is a science, 
for in it we study the causal relations of biological growth in relation 
to soil transformation. It is a homogeneous science, being comprised 
•of plant pathology, cattle breeding, soil fertility and crop cultivation. 
Not that alone. The science of Agriculture is rapidly advancing 
and its domain expanding to draw upon the application of 
biology, sanitation, dietetics, engineering and allied research. The 
farmer’s life is quite a big canvas, hence the field of Agricultural 
.'Science is daily expanding in various directions. In this respect, we 
must not omit to mention that in this rural science training occu- 
pies quite an important place ; in fact, this aspect outweighs 
=the other sides. 

Application of Science. Recently, the increasing application of 
•science to agriculture has improved soil productivity. Farming is 
being fast mechanised and the arduous jobs therein being, reduced 
to simple operations. Scientific manures and artificial nutrients are 
now transforming both composition and mechanics of soil. Land 
reclamation is a pre-calculated process. Scientific cultivation is nc 
longer left to itself, but proceeds on very rational lines. Meteoro- 
logical forecasts, which are again the result of scientific research, 
^are helping the farmer to fight the freaks of nature. Agricultural 
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Engineering js now an established branch of the wider science of 
Engineering Farm accounting and book keeping hate now been 
standardised along scientific lines, stock breeding, poultry farming 
and cattle rearing are bang practised on the basis of scientific 
research And Agricultural Economics has already w on its place 
as an important branch of the scierce of Economics 

Art of Agriculture Agriculture is also an art, in the sense 
that it is creative In no other form of human activity is creative 
activity so pronounced as in agriculture The peasant is daily 
growing, producing and breeding He is injecting life into the lifeless 
and is responsible for giving to the world the best that is in Mature 
Raising golden harvests, breeding fine cattle and producing luscious 
fruits is his avocation in life In fact, agriculture is the oldest 
human art, the term “art” being interpreted in the widest sense 
The farmer first became an artist and it was only after a Jong time 
that he turned into a scientist Agriculture was already an art, 
before it could be termed as science We must appreciate the fact 
that agriculture as an industry is quite creative , and that as a 
field of study, it is an art, for the simple reason that it is 
creative and the farmer is responsible for creating good and bad 
We must concede, therefore, that agriculture is both a science 
and an art, though abstractly speaking, it may be neither 

Agriculture and Business Activities As hinted above, agriculture 
mainly originated as a form of business activity In his 
search for food, Man hit upon farming as a means of 
obtaining food Later on, thi* activity expanded and Man 
began obtaining the raw material for his manufacturing business, 
out of agriculture Thus we see that farming is very inti- 
mately connected with economic activity Realistically speaking, 
economic activities, even in the narrow sense of the term, embrace 
the farming routine It is the farmers “ordinary business oflife* 
and it is his mode of earning his living or the means to the satisfac- 
tion of not only his own ends but also those of the world in general 

CONCLUSION 

Agriculture and Economies Thus vie conclude that Agricul 
turc is intimately related to Economics Any shifts in demand 
and supply must reflect back in the business of farming, 
its nature and scope Even a change in the general economic 
policy will have its repercussions in general farming activity. 
Similarly, changes m agricultural activities have pronounced 
effects on the national economy Recent mechanisation of 
agriculture has brought important far reaching changes in the 
occupational distribution m an economy Also the recent increas- 
ing application of science to agriculture had already resulted in 
changing the complexion of the economy where these changes have- 
been wrought Thus we are led to the conclusion that Agriculture 
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and Economics are closely inter-related. Farming is now having 
a profound influence on the economy while economic activities have 
been responsible for changing the face of agriculture, in no mean 
fashion. In fact, today, scientific advancement has reached a place, 
where we may halt for the time being and take stock of the situa- 
tion and study what repercussions the modern practices in scientific 
agriculture are going to have in the sphere of national and world 
economy. Also, we must now analyse the import of the rapid 
economic trends in the farming business. Without establishing 
such a co-ordination, it may not be poss ible to avert the recurrent 
world crisis and the wastage of world recources consequent upon 
them. Here it is that intimate relationship between Agriculture and 
Economics is established, and a detailed study of Agricultu-al 
Economics is indicated especially. 

SUMMARY 

To sum up, agriculture is the foremost among man’s 
activities and the most important human calling. It is a 
manysided business having not only technical aspects but 
also commercial ones. And it has some limitations of physical 
nature." The business of farming is intimately connected with 
industry 'and commerce. Recognising the economic divergence 
between the primary, the secondary and the tertiary industries we 
pointed out that the intimate relationship is one which must 
not be lost sight of. And it was also established that the 
foundation stone of the secondary and the tertiary industries is 
farming and farming alone. Next, it was stated, that Agri- 
culture, from the academic point of view, is an important 
branch of, human knowledge ; and that it is both a science and 
"art, in the widest interpretation of the terms. Lastly, we established 
the intimate relationship between Agriculture and economic 
activity. Thus we traced the link between Economics and Agri- 
culture, and pointedly brought , out the place that Agricultural 
Economics occupies today. 



CHAPTER II 

SUBSTANCE OF AGRICULTURE MODERN FARMING 

Agricultural Sc encc — So Is and 1 ertility Humus and Productivity Crops, 
their kinds and types Plant Growth Farm Pests PJant Diseases Weeds. 
Farm Equipment— Cattle Breeding and Feeding Animal Health Applied 
Bology Agricultural Engineering Research and Education Summary and 
Conclusions 

No apology is needed to acquaint the reader with the essentials 
■of modern farming Agriculture having become quite a specialised 
industry, familiarity with its terms and processes is needed before 
•a correct grasp of the fundamentals of Agricultural Economics could 
be had We must familiarise ourselves with the \ arious factors of 
production" in the farming business and gauge their relative impor- 
tance We must also understand some details, even though crudel), 
of the technique of farming to be able to visualize the routine 
m this industry and then we must be iware of how the scientist, 
with almost incredible ingenuity, is able to control the reproduc- 
tion of animals and breed better stock, discover weed killers and 
with astonishing selectivity, cultivate new seeds to raise crop produc 
tivity m an astounding degree and invent new machine to “ration 
alize” the already modernised farming It is not only a fascinating 
subject for study but also one which is both instructive and essen 
tial for the agricultural economist, the student and the specialist 
Such a survey is a pre-requisite to an understanding of the basic and 
the fundamental problem arising m the field of farm economics 
This study is not only a descriptive one but also somewhat anal)- 
tical for otherwise our knowledge of the agricultural operations 
would only be superficial and therefore, inadequate and insufficient 
to form a good basis for a study of the subject outlined here 
Enumerating the factors of production in agriculture, we can 
list them in order of priority as being soil, animals and man In 
the study of soil we can have an intimate knowledge of its 
mechanics, composition and fertility, we also observe how the 
crops are grown, what their various types are and incidentally 
note the farm pests, and the efforts made by the agriculturists 
to eradicate the same In respect of farm animals, we study 
the problems of their breeding and feeding and the contribution 
«F Science to animal "health Coming to Man, the most impor- 
tant factor of production, we shall appreciate the work of the 
engineer, the educationist, the researcher and the extension worker 
This means that references shall be necessary to Applied Biology, 
Applied Mechanics and Applied Management. Recent advances 
in the realm of vetermar) science and technology, and in the 
field of community organisation and social education, in their 
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impact on Rural Economics have to be noted. Rural Economics 
is a vast canvas. A farmer’s life is the object of this study. The 
.field of study is extensive, comprised of all the facts of farmer’s life. 
-Hence, we shall not only study the science of Agriculture as such 
but also address ourselves to the task of understanding the various 
problems that face the farmer. 

AGRICULTURAL SCIENCE 

In this chapter, however, we shall confine our attention 
.mainly to an appreciation of the fundamentals of Agriculture, 
while in the latter portion of the book we shall also focus our 
attention on other aspects of rural life. Plants, we notice, 
•obtain their nourishment from the soil and the air. Animal 
.and cattle, we know, obtain their nourishment both from the plant 
and the air. Hence the plants are the basis of the two, as 
they supply nourishment to the animal and to human life. 
They obtain carbon dioxide from the air, through the medium 
•of their green colouring matter, chlorophyll. This “carbon” 
Ts essential for the formation of such “organic” substances 
as starch, sugar, protein and oil. Prom the soil the plants 
obtain their nourishment, water and mineral substances such 
as calcium, phosphorus, potassium and iron, etc., etc. Another 
factor in plant growth is the substance which is responsible 
for the formation of chloiophyll through a process, known as photo- 
rsynthesis, or the action of ultra-violet rays. The weather, rainfall, 
-climate, etc., are other important factors in plant growth. It is 
not possible for the farmer to control and direct natural factors 
which he can, to a very great extent, influence such as soil and 
rseeds, and this influences plant life considerably. 

Soil and Fertility. Talking of soil first, we find that soil 
has a very complicated structure. Soil consists of mineral matter, 
organic matter and soil air, soil water, soil bacteria and soil 
plants. The fertility of the soil depends upon the interaction 
of all these components. The study of the soil falls into four 
-categories : classification, mechanisms, chemistry and biology. In 
regard to classificauon, it is more fashionable these days to 
.•stress not the geological formation, but to concentrate upon soil 
.-surveys. These surveys, in turn, pay more attention to what 
may be termed “soil profile”, i.e. the different layers of ^ the 
.-soil from the surface down to the parent rock. On the basis of 
these surveys of “soil profiles”, maps are constructed, giving a very 
good idea of the capabilities of particular soils. The composition 
-of the soil is coarse and fine sand, silt and clay. The texture 
of the soil depends mainly upon the properties of “clay” and “silt” 
relatively to sand in it. Another component must be referred to : 
-this is humus which means the decomposing vegetable and 
-animal residue or the “organic” oart of the soil. Clay and humus 
together form what is scientifically termed as colloidal \complcx 
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or widely speaking, the power of absorption and retention.. 
Mechanical analysis gives an indication of the suitability of the- 
soil for certain crops But by itself, mechanics ot the soil is. 
not enough, it must be supplemented by the chemistry of the- 
soil Tour elements are usually lacking m the soil for the 
purposes of nutrition — calcium, nitrogen, phosphorus and potassium 
A chemical analysis also gives us information about the acidity and 
alkalinity of the soils Reliance is now usually placed on visual 
methods of diagnosing deficiencies from an inspection of growing 
crops Another method of diagnosing deficiency is analysis of ther 
foliage, specially m the field of horticulture A still more rapid 
method is “true test’ carried out on the leaf stalks Laboratory 
methods of the chemical analysis are rather expensne and slow* 
Similarly, the scientist is called upon to undertake a biological 
examination of the soil, m order to tmd out what type of bacteria 
inhabit the soil and the sub-soil, as these micro organisms are also- 
important in plant growth The most important problem is to 
determine the acidity and alkalinity of the soil, this is done by the 
“sod indications to cure acidity The expert ad\ ice is liming— -quite 
safe — for even an excess of lime will not injure the sod it may only 
be wasteful Modern science has found out methods of determin- 
ing rather accurately the lime requirements of the soil Usually 
ground lime-stone, instead of hjdratcd lime, is used, though the 
former may be required in greater quantities Waste lime, obtain- 
ed from industnal waste, is also being increasing!) used The 
other deficiencies aie treated in similar ways, and when detected, 
specific chemical treatment is resorted to Alkaline soils are usually 
associated with magnesium deficiency which is countered by 
adding magnesium salts to the soil 

Humus and Productivity The humus part, too, has received 
a lot of attention in recent times Humus is formed when 
compost is ploughed back into the sod Crops grown with 
the help of chemical fertilizers, but without any humus base, 
tended to diminish progressivel) in their )ields Humus is gaining 
popularity both with the farmers and the scientists Sources- 
of humus are compost (a controlled rotung down of animal 
and \egetable waste), sewage sludge (although it contains very little 
fibrous material) and farmyard manure In the field of manures, 
nitrogens occupy a very important place Ammonium nitrate is an 
important fertilizer Ammonium sulphate and nitro-chalk and other 
artificial fertilizers are equaJly useful The phospliauc manures- 
are mostly available from the treatment of bones, eg bonemeat 
and super phosphate, basic slag (obtained as a \ aste product from 
the steel furnaces) and ammonium phosphate which has led to the- 
manufacture of compound fertilizers in a concentrated form 
These compound fertilizers are often known as “balanced fertilizers- 
for theylsupply the basic need, of the soil in a \ery composite manner 
though they often tend to “take”, a problem now solved by the 
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proc ess of granulation or powdering. The method of using fertili- 
zers is by hand or by machinery or by combined seed and fertili- 
zer drills, which are not only time-and energy-saving devices, but 
also eliminate waste. Before switching on to the next subject of crop 
production we may classify the manures as Nutrients, Humus and 
Fertilizers. The former are those which pointedly give nourish- 
ment to the soil, while humus provides for a better utilization 
of the soil food, and fertilizers are scientifically produced 
chemicals giving nourishment and food to the soil. Iris only 
by a fair combination of all these that full utility' could be 
obtained from the soil, and its productivity 7 considerably raised. 
Specific manures will only be needed for specific soil deficiencies, 
and for raising specific crops. A judicious selection of all these 
is advised both from agricultural and economic points of view. 

Crops , their Kinds and Types. Without plants and crops, 
animals and men could not exist. Even though cultivation 
is quite an ancient art, the science of plant breeding is of 
recent origin. Crop improvement has long been practised by 
means of selective seeding, or by hybridization, i.e. the crossing 
of two plants. By this process, certain such varieties of seeds 
have been produced that can grow in “unfavourable” climates- 
and are disease-resistant as also high yielding with strong 
straw. These hybrids ripen early. The practice has been success- 
fully developed in the case of wheat, barley and oats, while 
new varieties of potatoes, turnips and sugar-beet have been evolved- 
In order to raise good crops the farmer must buy good seed 
from good strains known for their purity and vitality. In the 
West, purity 7 , vitality 7 and even germination of seeds have been 
standardized and legislation enacted to protect the farmer against 
fraudulent practices. Crops are conveniently classified as cereals .. 
grasses and clovers, while, from the technical point of view,, 
they should be classified into exhaustive cleansing and resto- 
rative crops. The first include all those cereal - crops which, 
take away much of the nourishment of the soil while in 
the second category are the root crops known for their action 
in cleansing the soil, when the crop is harvested. And in the 
last category are clovers and grasses which are rich in nitrogenous 
matter and thus provide a ready nutrient to the soil. In view 
of these types of crops, modern scientific opinion strongly favours- 
crop rotation so as to enable the farmer to reap the best advan- 
tage out of his soil without its being in any way excessively 
depleted. Greater reliance is also being placed on seed mixing 
or what is properly known as mixed cropping. Rotation of 
crops, however, is preferable to mixed cropping, for the latter 
is only a method for turf establishment, a very useful preparation 
for growing cereal crops. The crops which precede the main 
arables are known as the “nurse” crops. The modern trend is 
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to dispense with the rnrse and to resort to direct seeding on a 
rotational basis 

Plant Growth It may be interesting to get acquainted with the 
process ol plant growth from the seed onwards When the seed is 
•sown, the first germination starts towards the sub-soil, the roots are 
the first to establish the plant on a firmer basis Then the stem and 
the stalk begin to germinate upwards Thd plant gets its nourish 
ment both from the subsoil and the air and the sunshine 
The subsoil, if it is retentive of humus, will “feed ’ the plant well, 
but if it is hard and clayey, the roots will not hold and the plant 
may eventually die That is why the clayey and the rocky soils 
-are unfavourable while the sandy and the loamy sods are the 
farmer’s favourites Here the soil bacteria, too, play their part, 
for they assist the roots m getung their food in a predi- 
gested manner , they decompose the plant nutrition in such a 
manner as to be receptive to the plant If, however, the soil is 
rather loose and not over irrigated these bacteria act quickly 
-and plant growth is encouraged The conclusion, therefore, is that 
sod structure nUo determines the growth of plants and thac vitality 

Farm Pests The agriculturist is not only concerned with the 
growth of plants, but also has to launch an almost continuous fight 
Against all sorts of insect enemies The fanner benefits xn a two-fold 
manner from his entomologist friend , firstly by learning about the 
different varieties of insects and pests, their causation and growth , 
and secondly by getting equipped with such insecticides as may 
attack the pests in their most vulnerable period of developing The 
true life-history of several bacteria has only recently become known 
to Man , while discoveries of such powerful insecticides as D D T 
Nicotine, Benzene Hexachlonde are still more recent It is also 
advocated that sensible crop rotations and good farming methods 
will tend to minimise these pests and fungi which will starve for 
want of food The various pests, insects ai d fungi, deadly to 
crops and cattle are the warble and maggot fly-eel and wire worms, 
moths and slugs, etc , etc The DDT. (Dichloro-diphenyl trichlo* 
rodine) and B H C (B“nzene Hexachlonde) are powerful weapons 
in the hands of the modern farmers in the control of insects and 
pests Another organophophorous compound called “Bladen 
or H E T P (Hexaethyl Tetra phosphate), developed in Germany 
is equally destructive to the fungi Other similar but more efleo 
tive chemicals invented are E. 605 (Nitro-phjmle Dithyl thiophos- 
phote) or Paraphion and B IS, but care must be taken in 
spraying these because of their poisonous effect 

Plant Diseases Plant diseases are more expensive than pests, 
because of their national impact They are often traced back to 
-fungi, which range from the tiny yeast to the large toadstools They 
<do not have thejgrccn colouring matter chlorophyll, which assists the 
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plants in making their own food ; hence these fungi must get 
their food from the living or dead organisms — they are either 
parasites or saprophytes. It the parasitic fungies that cause plant, 
diseases for the saprophytes only cause decay or the rotting of 
farmyard manure and thus are helpful to the farmer. The- 
mycologist, in his fight against fungi, must identify the course 
and the life-history of parasite and then think out how best to- 
attack them. Instances are the wart disease, potato blight, dry 
rot, leaf roll mosaic and virus pellows. Quite a number of crop 
diseases are spread by seed. Great advances have been made in the- 
methods of controlling these diseases. More important among 
the seed-borne diseases are buntsmut, leaf strife and black leg.. 
Wheat, barley, oat and sugar seeds are treated with disinfec- 
tants like formaline, etc. Nowadays, dry powders like Copper 
Corbonate are preferred. Other disinfectants are Ustulum, 
Clorophenele Mercury, but the defect with them is that they are 
poisonous powders and if inhaled may damage man’s health.. 
Distinction may be drawn between virus diseases and aphis 
diseases The former are infectious, caused and spread by something 
which cannot be seen under even a microscope, though it is capable 
of passing through the tiniest holes. The virus is spread by a 
very small insect known as aphis, which carries the disease from 
one plant to another. The modern method is, therefore, not only 
to eradicate virus but also the aphis for without the latter the 
disease will not spread. 

Weeds. In addition to diseases and pests, weed control must 
also be an important plank in the farmer’s armoury. Weeds are- 
those plants which feed on the useful ones. Not only that they draw 
nutrition from the soil for themselves, but they also literally live on 
the other plants. These weeds have a way of spreading quick. They 
seldom die. They move from one plant to another. They are 
often air-borne and may find their victims even in the far-flung 
places. These weeds prey upon all types of plants and cereals, 
and so far weed-resistant varieties have not been evolved, by the 
agricultural scientist. The farmers used to burn away the crops 
in desperation so that the weeds may also be burnt out of existence. 
But this is not a correct method for it involves a lot of waste and 
above all, a permanent extermination of the weeds may not result.. 
Machines have been invented which root out the weeds and 
such sprays developed which are destructive to them. Still the- 
problem remains only partially solved. 

FARM EQUIPMENT 

Next we turn our attention to the farm equipment. In 
this is included the cattle that serve the peasant most faithfully, 
the mechanical appliances that he uses and the training ^ 
and knowledge that equips him to farm more efficiently. Gf' 
course, the cattle are the most important part of the peasant’s 
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equipment, though m this machamcal age, the part played by the 
-agricultural machinery is not to be minimised And admittedly, the 
utility of the correct training and education to the peasantry can 
hardly b-* overestimated, for this is necessary both to provide him 
-with the much needed enlargement of vision and ability to handle 
the mechanical equipment in a more efficient manner 

Cattle Breeding Cattle are the next important factor in 
-agricultural production The importance of the live-stock cannot 
be overemphasised Their improvement, therefore, serves to raise the 
tone of agriculture Stock breeding has already become a matter of 
•scientific practice The milk yield in the dairy cattle and the breed 
improvement are directly and closely interconnected “Sex linkage” 
as also being practised by advanced farmers In animal breeding 
two things are to be considered , genetive constitution of the animal 
and the environment in which it is brought up The latter covers 
such externa] conditions as location, altitude, housing and manage- 
ment The former usually scrutinises production records and 
progeny records One thing is certain, re that the sires 
-must belong to good families In order to ward ofF stray breed 
mg, the sub-standard males are sterilised Recently artificial 
insemination, too, has been practised successfully 

Feeding Regarding feeding of animals four considerations 
.are kept in view , firstly the chemical composition of the feeds, 
secondly thetr digestibility, thirdly the animal s physiological needs, 
and lastly the post-digestive behaviour of the feeds There are five 
constttimts of cattle feed , carbohydrates (starches and sugar) 
proteins, fats and oils, mineral matter and vitamins in whose 
absence food will not act properly FJesh and muscles contain 
largely proteins and some fat Energy is measured by the amount 
-of heat given by the food digested The measure is “Calorimeter ’ 
which has helped dieteuc research considerably Tables are now 
.available giving the composition of different feeds Standards 
for the maintenance of meat production and milk yield of cattle 
have been elaborated In devising animal rations, points to be 
considered are the live weight of the animal (this indicates 
the quality and quat tity of food necessary for maintenance), the 
purpose of feeding (the production ration), and the animals capa- 
-city for food consumption for it is no use giving it more than it 
-can digest One has also to guard against vitamin start ation 
Minerals, too, must supplement the ration for without them the 
food will not be concentrated Lastly, there is the control of bulk 
so as not to overload the stomach Animal foods consist of 
roughage and concentrates The former refer to quantitative foods 
■while the latter refer to quality A careful blending of these two 
an keeping the local supplies as what is desirable In the backward 
economy especially, the role of cattle can hardly be overemphasised 
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'Cattle are required for power, food, manure, etc., etc., and 
mechanisation being limited, greater dependence has to be placed 
-on the farm animals to provide the farmer with his daily needs 
an respect of food, manures and power. And it is in these countries 
that the animals and cattle are most neglected. This neglect has 
dts repercussions on the state and nature of agricultural "producti- 
vity, amd in turn, on the farmer. 

Ajiimal Health. The veterinary doctor too, has an important 
role to play in the peasant’s life ; cattle diseases must be countered 
before the contagion spreads. More important ailments are 
Tuberculosis, Infectious Abortion (Brucella Abortus), Sterility 
({Trichomonas Foetus) and Mastitis. All 'these diseases are infectious 
-and the consequence in terms of life and money is huge. 
Tuberculosis often spreads to man from the meat and milk of 
animals and is very deadly. Preventive measures are adopted 
by vaccinating the suspected cattle with B. C. G. which is 
more or less now perfected and standardized. Another vaccine 
known as Strain 19, or S. 19 is being tried as a remedy against 
contagious abortion. Sulphonilamide in oily suspension gives 
satisfactory results in countering Mastitis, while sterility in cattle 
■is under investigation. A very common disease, the foot and 
mouth disease, caused by a virus, leads to the development of blisters 
in the region of toes and mouth of the animal. Though 
seldom fatal, it is very painful and often results in the loss of milk 
yield. A study of this disease is rather ' difficult due to the impos- 
sibility of cultivating virus culture in glass tubes, and the only 
counsel is disinfection or slaughter. Lamb dysentery and liver 
rot are toxic ailments among the sheep ; they have been countered 
by vaccine and serum. Other common parasitic diseases are 
lung worm arid round worm, now conquered by disinfection 
and similar preventive methods. A mystery disease “lactation 
titany” brings about sudden collapse of the cattle by convulsion 
supposed to be due to magnesium deficiency in blood ; it is 
countered by the injection of a small quantity of magnesium- 
boro-guloconate into a vein or under the skin by means of hypo- 
dermic syringe. Mention may also be made of poultry diseases ; 
B. W. D. (Bacillary White Diarrhoea) and Coccidiosis, both caused, 
by microscopic bacteria. Here again disinfection is advised 
especially in drinking water and food.. Ill-health in animals and 
poultry may also be caused by bad nutrition especially in respect 
of trace elements such as Cobalt, Copper and Molybdenum : diseases 
caused by the lack of these elements are “Pine” ( cobalt 
deficiency) “Sway back” (lack of copper) and are cured accordingly 
by feeding these trace elements to the pastures or direct to the 
animals. Similarly, the excess of an .element may cause certain 
ailments, e.g. Tearf in U K. due to the excess of Molybdenum ; 
copper sulphate is used in countering it. 
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Applied Biology The contribution of the Biologist to thc- 
agncul rural science can hard!) be m eres named The btcteriologist 
helps us to understand certain problems in soil fertility, plant and 
animal diseases and the handling of milk. By a certain test 
known as “Agglutination Test”, he is able to detect the presence of 
disease germs That discovered, the ailment is easily countered. 
But what is still more important is soil bacteriology, and the farmer 
is very much interested m the nitrogen of decaying material. 
Humus is essential for the giowth of crops and for the retention 
of soil moisture. Recent advances have made it possible to prepare- 
synthetic organic manures containing the same dements is 
compose farmyard manure In the composting process, large 
quantities of straw being needed, scientific research was directed 
to this end The decomposition of organic matter is carried out 
by the atrohe (air requiring) bacteria in the first instance and 
later on by the anerobie species In the non acid forms, the 
aerobic bacteria draw out nitrogen from the air and start decom- 
posing the decaying matter , this nitrogen becomes available to 
plant life. That is why leguminous plants leave the soil richer 
than they found it The nitrogen-assimilating bacteria live m the 
nodules or waits of these plants Sometimes it, is necessary to 
inject bacteria into the seeds to make this scientific" process possible 
and to enable the crops grow luxuriantly. During recent yean,, 
researches have been made into the relationship of bacteria with 
milk and dairy products Dairying has been revolutionised. 
Careful handling of milk is most urgent in order to ensure a 
supply of pure milk to the public Pure milk means milk not 
contaminated with bacteria. Proper attention is now paid to 
the disinfection and cleaning of milk pads by sterilizing them. 
Hypochlorites and steam are used for this purpose. Cooling and 
pasteurising are also being practised to save milk from contamina- 
tion and bacterial infection Special tests have been devised to- 
find out if the dairy products are infected or pure , these 
tests are gaining popularity. In order to improve milk yield 
“ensilage” (the preservation of green foddet without drying 
out the water) is coming back into favour due to advantages 
arising out of a certain fermentative process Also marrow stem 
Jcale, rich in proteins, is fast replacing hay as cattle feed 

Agricultural Enguwr/ng Let us now switch over to the 
field of agricultural engineering and find out where it stands to- 
day Man power and cattle power have been used since times 
immemorial, while the invention of the wheel made the utilization 
of the wind and the water power possible Power utilisation, 
however, seems to have been revolutionised with the perfection of 
internal combustion engine Oil engines are being increasingly 
used m agriculture. The most important single machine is the 
tractor with its capacity to do a lot of work in a short span of 



PRINCIPLES OF AGRICULTURAL ECONOMICS 


IT 


time, For it can work with a relay of drivers. Also, the tractors can 
do jobs impossible for men and animals, e.g. reclamation work, deep 
digging and excavation of ditches and drains. With sizes ranging 
from the 100 horse power machines to those with less than one 
horse power, these tractors are growing very popular. Conversion sets 
have also been evolved wherein machines may become bigger and 
smaller according to the need. The modern tractor is increasingly 
becoming capable of performing a variety of different types of work 
such as ploughing, cultivating, thrashing, sawing and even pump- 
ing. It can also supply power to mowers, binders and small com- 
bine harvesters; The “unit principle” is being followed and 
the tractors are fast getting to be multipurpose machines 
capable of all processes on farms. Similarly the side drag 
line and the mechanical excavators are being applied to drain 
away ditches and dredge out the silt. Mechanical mowers are also 
being used for the digging of narrow trenches required for laying 
pipes. A small bulldozing tractor is employed to fill in the 
same trenches on the. tops of the pipes. Mole drainage is another 
form carried on soils having a retentive sub-soil, e.g., clays and 
marls. By it a narrow cylindrical tunnel is dug out to act as 
a drainage channel. The process is not too costly either ; it can 
be repeated at moderate cost and at intervals. Mechanical 
harvesters, binders and thrashers are in vogue to-day and 
have considerably simplified the various farming operations. 
Combined harvesters have been perfected and they are cap- 
able of performing all the three jobs. The problem of grain 
storage has also been tackled successfully by means of pneumatic 
conveyers and smaller elevator units. Another development of 
great importance is the combined drill which sows both the 
seeds and fertilizers in one single operation. The fertilizer and 
seed waste is thus considerably eliminated and a good crop ensured. 
Transplanting machines for use with cabbage and other similar 
plants have also been developed. Hammer mill for grinding corn, 
etc., is another interesting innovation. In the wake of the 
introduction of weed killers, farm spraying machinery has 
been invented. Grass grind plants have also been put on the 
market to meet the demand for a- good drier of a cheap variety. 
But the most useful engineering development is the milking machine 
which not only saves a lot of labour and drudgery but also ensures- 
bacteria free pure milk supply. Its features are a vacuum pump, 
a pulsater, a set of teat cups with rubber connections and a milk 
can, and as a result, milking parlours have become the craze, e.g. 
abreast type and the tandum type. In the former, the cattle stand, 
side by side, while in the latter type they stand in single file and 
are milked and washed in turn. Ingenious use of electric current 
is being made by the poultry farmers to encourage, hens to lay 
more eggs when the demand is high. .Poultry laying houses 
are illuminated after sunset to encourage hatching and to dis- 

2 
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•courage roosting Electric fencing is another valuable innova- 
tion , the cattle coming m contact with the fence receive a dis- 
tinct shock but without any harm being done to them Gradually, 
cattle and other farm stock get schooled to these shocks and 
hesitate approaching the wire The problem of “rotary cultivation’* 
is now being attacked , instruments and implements are already 
used in some market gardens A machine named <c Gyro-tilIer” 
patented some time back is, however, not quite suitable, being 
bulky, heavy and expensive , and a smaller type is being evolved. 
In short, power is applied now to almost every farm operation 
from ploughing to milking and from draining to spraying. 
The two fold objective has been to lower costs (this has 
been achieved in respect of large-scale farming), and to eliminate 
drudgerj, human or animal 

Education and Research. Before concluding this chapter, a word 
on education and research is necessary Constant efforts are being 
made to carry on agricultural research both m the laboratory and 
on the farm The results are verified and their applicauon watched 
closely. I\ew methods of farming are being developed, and com- 
mercialised Most of this work is being done m state expen 
mental farms and laboratones But the more important problem 
is that of popularising these innovations and inventions among 
the rather conservative peasants For that purpose agricultural 
education both at the school level and the university stage is 
■encouraged Extension services have been built strenuously to 
keepicontact with the farmer and to encourage him to reap full advan- 
tages of scientific progress The medium J social and adult 
•education, or radio talks or agricultural institutes or above all, the 
extension services which disseminate actively knowledge about the 
application of agricultural technique, farming science, and home 
economics, both among men and women. 

SUMMARY AND CONCLUSIONS 

To sum up, we may point out that the productive technique 
in Agriculture is highly scientific and specialised Progress has been 
registered m several direcuons, and Man is able to exercise more 
effective control over what was till recently regarded as a hazar- 
dous factor, namely, “the freaks of nature”. The more out- 
standing achievements in this field have been nouced, and their 
operation in modern agriculture studied above But their far- 
reaching effects on the general setup is a problem, which could 
be tackled only in Agricultural Economics to which we now turn 
in the next Chapter. 
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ends 3 to get a definite amount of satisfaction Marshall’s termino- 
logy “ordinary business of life” becomes thus indistinguishable 
“social adjustment between ends and means” for verily 
the ordinary business of life is identical with the process of 
social adjustment Subject matter of economics may therefore- 
be said to consist of relationships arising out of man’s efforts 
to secure food, shelter, clothing and many other requirements- 
of life Food being the most important and basic need, 
and agriculture being the only supplier of food, Agricultural 
Economics thus easily becomes the most important form of man’s 
socioeconomic activity 

Economic Attruities in Apiculture and Farming Economic 
relations arise in agriculture, when commodities are bought 
and sold, when land is rented, or when labour is paid their 
wages Hence the choice of a farm, live-stock, machinery to 
crops all these are economic activities where the element 
of choice is most pronounced Since it is by means of labour 
usually, that human wants are satisfied, all agricultural activity 
is typically economic We find that agriculture embraces most 
important of the economic activities of producing food and fuel 
A class by themselves, these are conditioned by the physical emi- 
ronment of the farmer and the social climate in which he works 
Physical limitations arise out of farming operations As adum- 
brated in the first introductory chapter, the part pla>ed by nature 
in these operations is of a paramount character , that is why 
nature reflects itself amply m the agricultural economic activities. 
We may also point out that the fanner, being a product of the 
society in which he lives, takes Into consideration the social aspects 
of his business Apparently from an independent calling, the fanner 
has constantly to adjust himself to the changing commercial 
conditions and to the varying demands of the market So 
apart from the dependence of the fanner upon nature, he has 
also to be a product of social and commercial conditions and 
is influenced by the variations in socio-economic climate He 
has, therefore, to be very alert to the ever-changing economy, and 
aware of its guiding principle which if followed may reward 
him exceptionally well He can hardly afford to follow the 
principle of subsistence fanning for it may deprive him ofhis- 
several daily needs There is hardly a fanning community to-day, 
which may be able to remain content within what it produces 
Exchanging of farm produce, necessitated by rising standard 
of living, is a very significant economic activity and the 
peasant must, in order to reap a good economic benefit, bargain 
at terms advantageous to him This is not to underrate the 
element of uncertainty in the realm of farming (in fact the 
chance element in agriculture is fairly prominent) but a clear 
grasp of the fundamentals of the Agricultural Economics would 
unfold several “mysteries” and enable him to visualise better the 
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secrets of making a good living. Hard work, clear thinking and 
skilful management do result in unusual success and high remu- 
neration. Fundamental economic principles, when carefully fol- 
lowed, lead the way to success. 

Agricultural Economics. Agricultural Economics may be taken 
•as a branch both of agriculture and economics. But more 
specifically, it is rather intimately related to the latter ; it 
may be defined as the application of the economic principles 
-to agriculture. Jouzier, a poineer writer in the field, defined 
it as the science of “agricultural household” or “that branch 
•of agricultural science which treats the manner of regulating 

the relations of the different elements in order to secure 

the greatest prosperity of the enterprise.” He has enumerated 
these as relations of contact, relations of activity, relations 
-of value and relations of commerce. Under the first category 
are included supplementary, complementary, or competitive 
relations, e.g. simultaneous raising of crops, cereals and animals, 
etc. By relation of activity he refers to employment of labour 
and machinery, while the price mechanism falls under the 
relation of values. Marketing and retailing are all embraced 
by the relations ol commerce. We understand, therefore, that 
Jouzier thinks of Agricultural Economics as a science which 
■enunciates principles, underlying the co-ordination of the factors 
•of production with a view to securing the net maximum 
profits, and the art of applying these principles to Agriculture. 

Definition and Critique. Jouzier has been quoted at length for 
his original contribution in his work Economic Rurale, but this defini- 
tion of his does not cover the entire field of Agricultural Econo- 
mics. His definition only relates to that field of activity which 
refers to the organisation of the farm, but omits to include the 
social point of view so significant in this field of study. Broadly 
speaking,' the subject matter of Agricultural Economics may be 
said to include agricultural production and marketing with a 
"view to securing the largest net profit, consistent with the interests 
■of the society as a whole. It embraces the relations of man, labour 
and equipment, the choice of crops, selection of live-stock and 
above all, the question of proportions in which all these may bo 
combined. The economic superstructure is raised on the price 
•of land and its rent, wages of labour and its productivity, cost of 
tools, machinery and live-stock and their utility to the farmer, 
and the return on the farming operations. This implies that 
Agricultural Economics takes away a large slice of the science of 
Political Economy. Not only that we take cognizance of 
■economy in production but also seek justice in distribution. This 
latter problem has only special reference to the social effects of 
the wage system, the land system, the credit system and the 
marketing system in the context of comparative standards of 
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living m the urban and the rural areas and the relative opportu- 
nities for accumulating wealth by different sections of society, 
both m relation to the farmer s share in the national dividend 
and the general social welfare 

Scope The scope of rural economics is not as vast as 
that of pure economics This subject must attract the special 
attentions of the peasant and the politician so as to enable 
the former to help himself better, and the latter to enact useful 
legislation The aim of this study is to bring about the necessary 
revolution of agricultural activity in harmony with the best 
interest of all concerned This need not mean that there is 
a rule of thumb to which this science provides a clue it only acts 
as a guide to those principles which have a special beanng in agri 
culture and modifies them to suit the special requi-ements of the 
farming practices In this enquiry, as nowhere else, is Economics 
scientifically and intimately co ordinated to the physical and 
biological sciences as implied in the service of Agriculture More 
precisely, in Agricultural Economics we discuss the economic 
aspects of agriculture as understood and practised in agricultural 
chemistry, plant pathology, soil bacteriology, veterinary science 
and rural engineering and a host of other subjects, which find 
application in agriculture 

Distinctions Stress may be laid on the fact that Agriculture is 
mainly a technical knowledge and as such its economic aspects do 
not need any special study But we must recognise that agriculture 
is manysided (as brought out in the first chapter), and that every 
problem therein is also manystded and not merely technical 
therefore, agncilture does not permit of a very narrow and 
specialized approach Hence a study of the science and tech 
mque of agriculture must needs be supplemented with an 
examination Of the economic aspect which takes into aqcount all! 
the various phenomena of farming in their bearing both on 
economic and social activity The result of the experimental 1 
stations, and the application of scientific knowledge, though 
us“ful m themselves, would remain fruitless, unless the farmer is 
awake to the economic significance of the same It may also 
b~ pointed out that while the environmental and external stimuli 
do change but little from generation to generation, the economic 
forces underlying agricultural operations are ever changing It 
b"Comes obviously necessary for the farmer to be constantly 
cognizant of the resultant of thes- economic forces and conditions, 
with a view to re-organizing his operations m the light of shifting 

costs and prices It is probably due to this reason that some 
waters have confused Agricultural Economics with Farm Manage 
ment The advantage of using the former term m preference 
to latter is that the latter has only a limited implication and 
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does not cover subjects like national agricultural policy and plan- 
ning, land mortgage banks, land tenures, rural reconstruction 
and national extension sendee, which the former does. 

Agricultural and Rural Economics. There are three forces which 
operate on the farm ; the physical (c g. the chemical, climatological 
and geological, etc., etc.,) the biological (e.g. entemological, patho- 
logical and bacteriological) and the socio-economic forces. It is 
these last with which Rural Economics is concerned. They are 
the strongest in the sense that over these the farmer has no control, 
and that farming is undertaken solely for the purpose of making a 
living — an economic force by itself. Now these economic forces 
are not only confined within the precincts of the farm life. They 
are also of an external nature. Hence it is that the term Farm 
Economics would not be suitable enough to cover all the various 
aspects of Agricultural Economics. Farm Management, in the 
light of this analysis, would convey too limited a sense to correctly 
cover the complete implications of the subject. To cut the 
matter short, it may be pointed out that both farm economics 
and farm management are included in the study of Agricultural 
Economics. Recently, however, economists have started popularis 
ing the term “Rural Economics” instead of “Agricultural Econo- 
mics” for the simple reason that the new term has a wider canvas of 
rural life to study. “Rural Economics”, it is claimed, covers 
every aspect of village life, cottage industries, community living, 
ruralisation of industry, and the urban impact. This term, 
it must be understood, though popularised by Jouzier and 
Carver, fell into disuse. It has now once again been rediscovered 
by modern writers. True, rural life is mostly influenced 
by agriculture but it would be more correct to say that 
agriculture, too, is increasingly changing under the impact 
of mechanisation and electrification. Similarly an increasing 
contact between urban and rural areas, has brought about a 
complete revolution not only in the agricultural sphere, but 
also in the sphere of marketing and engineering. More appro- 
priate it would be to say that “Rural Economics” is a better 
term, conveying a bigger and a wider meaning than “Agricul- 
tural Economics”. But we stick to the term “Agricultural 
Economics” for it is more .widely understood and far more 
popular than the new term “Rural Economics” used by moderns. 

THE DEPARTMENTS 

For the sake of convenience, we shall divide the subject into 
five departments ; Economics of Production, Economics of 
Marketing, Agricultural Labour and Relations, Land Economics 
and Rural Sociology. A word of caution must be sounded here, 
that is that this division in no way indicates the plan of the 
book ; we are only categorising the subject in the interest of 
Clearer thinking and better exposition We may no< -discuss^ 
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the Contents of the subject under these headings, but what we 
seek to emphasise here is that these are the departments into 
which the study falls In fact all these departments arc very 
much interrelated and the study of one will necessarily involve 
*tn understanding of the problems of the other It may not, 
therefore, be even possible to discuss these in an isolated 
fashion as these topics arc inextncabl) interlinked We have 
departmentalism the subject simply for reasons of simplification 
And it is more fashionable these days, to study Economics from 
a dynamic angle and not from the static point of view Hence 
we may not be able to study according to this plan, for 
it » only a static approach based on the assumption, “other 
things being equal ’ That is not what the changing economic 
conditions of the present-day warrant Therefore, we shall 
proceed on djnamic and integrated lines 

Rural Sociology The subject, rural sociology, covers a wide 
variety of topics ranging from the demographic to the social The 
composition and the nature of the rural population in relation to 
the total national population is studied for the undemanding of the 
qualitative and quantitative aspects of the problem of rural coun 
tryside This is important because what matters is the pressure 
of population on land Other implications of this study are the 
extent and nature of runl unemployment and underemployment, 
especially in the relatively backward and under-developed coun 
tries and regions The occupational distribution of population 
in the rural areas too has an important bearing on the pattern 
of rural econom> Another closely related subject is the stud} 
of society in the tallage This social analysis unfolds certain 
trends in the countryside having an impact upon the productivity 
and distribution of agricultural produce An assessment of the 
living standards of the rural masses is possible only through a 
study of rural sociology, which so far has remained a comparatively 
neglected subject And lastly, the institutional impact of the 
countrymen on their urban brethren and the national economy 
is also brought out by a detailed study of the rural institutions, 
prejudices and superstitions, which play an important part espe- 
cially in the backward economies and underdeveloped regions 

LanA Economies Land Economics has recently been recognised 
as a very important part of Agricultural Economics Land be ng 
the most important factor of production, represen ting nature, has 
us own peculiarities, and stands distinct front other factors of pro- 
duction In pure and applied economics, too, land is quite separately 
treated It is the recognition of this fact that the term Land Econo- 
mics has come to stay and has occupied an important place in the 
fiel 1 of rural economy The subject is extensive though not as 
wide as Rural Sociology, still it covers topics dealing with land 
reclamation, land tenures, scale of farming, and sub-division 
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-and fragmentation of holdings. These issues have assumed 
-some significance because of the drive for mechanization and 
.scientific management in the realm of agriculture. Also with 
the rise of Socialism and Communism various experiments have 
been conducted in the sphere. Again, such movem’ents as the 
Bhoodan . and the Sarvodaya have also their relation to land. 
In the light of all these considerations, and in view of the 
dfact that great strides have been made in soil genetics, the scope 
-of land economics has also widened. This study is intimately 
-connected with agrarian life. With the extension of recreational 
facilities to the rural areas, the proper utilization of land has 
assumed an economic and social significance. 

'Production Economics. Production economics, too, is a subject 
.requiring intensive study. Agriculture is different from industry ; the 
agricultural operations are not “walled” as the industrial ones are. 
'They are not conducted within the precincts of a factory, hence they 
-can hardly be styled as industrial operations. Again, while it is 
possible to produce one single isolated product in the factory, on 
the farm it is hardly feasible to have production excepting under 
-conditions of joint supply. Also, industrial production is usually 
of large scale, while the agrarian counterpart is mostly in smaller 
units, though of course the collective and big farms are coming 
into vogue. Another distinctive trait of agricultural production 
is its greater dependence upon land, than in industry ; howsoever 
Targe a factory may be, the land on which the plant is erected 
could never be so extensive as that under crops. And lastly, 
.agricultural production is carried on in a traditional and institu- 
tional fashion, while industrial production is, even to the present 
day, a function of scientific advancement. This means that 
.such concepts as rationalization, modernisation, and mechanisa- 
tion have only limited application to the sphere of agriculture. 
'We have to recognise, therefore, that agricultural production is 
.a subject which has a distinct identity of its own. 

Agricultural Marketing. Agricultural Marketing has attracted 
t sufficient attention especially in the underdeveloped sectors of world 

• economy. This is because of the fact that the problems of market- 
ing are of a special character in the sphere of agriculture ; commercial 

: marketing of industrial goods does not present any special problems 
.and the selling costs ate not very high' for most of the manufac- 
tures. The marketing of agricultural produce, however, is a 

• rather complicated problem : apart from the high incidence of 
marketing costs, we are confronted with market deductions with 
the result that it becomes fairly difficult' for the farmer to realise 
the full value of his produce. Upon this is heaped the difficulty 

• of storing the perishable agricultural products ; they will not stay 
..and the cost of storage are rather high. Again, there is 
^the “distance” between the farm and the market-place, with the 
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inevitable consequence that greater reliance has to be placed 
upon the transport system for the spe-dy disposal of this produce 
To tiles'* is added the problem of price, which, in the case of 
agriculture, is dissimilar to that of the industrial price formation 
The staying power of the farmer is usually low and he is further 
handicapped by his ignorance about market conditions and trends , 
that is why he cannot be treated on par with the widely awake- 
lndustnalists Apart from the movement of produce from the 
farm to the consumer, economics of marketing deals with the 
methods of establishing justice and fairness m these distributing pro- 
cesses through education, co-operauon or state regulation The 
nuddleman appears to be a necessary link in the marketing of farm 
produce, which is also being grown much in advance of actual 
consumption, and whose production is not so much an economic 


process, either Therefore, the problem of anticipatory price levels 
is usually a headache for the farmer Another complicating 
factor is the low staying power of the a\era Q e peasant The terms 
of barter (so to say) between the industrial and agricultural products 
are, therefore, of great import to the farm economy Even m the 
advanced countries, these barter terms do matter m so far as they 
indicate the exchange value of the agricultural produce, or the 
real income of the farmer All these various problems hardly ever 
arise m the industrial sector where goods are not so perishable, and 
barter terms not so material The issues in the sphere of marketing 
and pricing of agricultural produce are inextricably interwoven 
with those of the other issues in agriculture Marketing is, in the 
light of this anlaysis, a separate subject of stud) 

tlural Labor r Ag^u^uia^Lllouf* the next department under 
examination, does not have the same topics to deal with as its counter 
parts m pure and Applied Economics Here we survey the problems 
of agrestic serfdom, and its feudal character, customary wages 
and the mode of their payment, tenancy and the various charges 
incidental thereupon , all these are grouped under th s headings 
One has to be conscious of the complex agricultural relation 
that subsist between the different sections of the rural community^ 
Problems of agricultural labour have a spe lahty of their own a 
the agranab labour is not so well united trade unionism being 
very primitive among the agrarian labour, and the cohesive factors- 
missing Theit conservativeness also adds tt> the confusion The 
human factor which should be the most important in agriculture^ 
is qualuatively speaking rather unenlightened and compara 
tively conservative with the result that the resigned attituide- 
accounts for exploitation For the State, too, the difficultoes- 
of enforcing minimum wages appear to be insuperable, as also thlse 
legi lating for the provision of certain amenities to them and regu a 
tion of the appalling conditions of life dnd worl^ .among agrarian, 
workers 
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R ural Credit. To the above list may be added the department 
of rural credit. Peasantry, through the ages, have been in want of 
credit for various reasons which need not be studied here. 
It may suffice to notice at this stage that the peasant’s avoca- 
tion is of an uncertain nature, often punctuated by cycles and 
depressions : it is impoverishing and compels the peasants to be 
always in want of money. Also the farming costs are inelastic 
while the prices may register fluctuations with the result that the 
farmer’s income experiences ups and downs, thereby making it 
necessary for him to work. Credit mechanism is unfortunately of 
an outmoded character, tinged with harshness and apathy. Con- 
sequently, the farmer, once in debt, always remains in debt and 
is seldom able to get rid of his mounting liabilities. A good posi- 
tion of credit, its correct volume and incidence in relation to 
the human and productive factors, the heavy cost of indebtedness 
in terms of high rates of interests, and, above all, the socio-economic 
impact of the same, both upon the individual - farmer and the 
society are subjects not only of considerable interest but also 
pregnant with gripping- analysis of an unusual interest, especially 
to the academician. It may be pointed out in this context, that 
in the study of the credit needs ,of the rural community there is 
inherent an institutional survey, for the rural structure of the 
community is of a particular . type suited to its own needs, having- 
undergone an evolutionary process lasting over many centuries. Still, 
theoretical conclusions could be drawn which may have- 
some more extensive application. , In certain countries, the credit 
system has been nationalised, .while in most regions it has been 
given a co-operative complexion. All these studies are instructive- 
for they acquaint us with experiments . which, are being conducted 
with some gainful results and enlightening consequences.' The- 
farmer, as - well as legislator, should be aware of these trends so a s- 
to be able to pick and choose a pattern most suited to the economic 
climate of the country. The credit structure, it may be added in 
parenthesis, not only affects the farmers 'but also the agricultural 
prices for the credit costs do form quite a significant part of the 
total costs in agricultural production.’ ’ * * 

Planning. And last, but not. the least is the vital subject of 
agricultural planning. Planning is fast enveloping national econo- 
mic policies. Though economic planning . covers the agricultural 
sector, still we must plan for agriculture on distinctive principles. It 
has a trait lacking in most other forms of economic planning.^ For 
instance, it can hardly be as correctly pre-calculated and precise as- 
may be desired. The planner, (and agricultural economist), must 
notice the various cyclical changes in seasons, he must also appreciate* 
their effect upon the general agricultural conditions and recognise- 
the unknown and uncertain forces in agriculture. It is, therefore,, 
that agricultural planning is different from other types of planning. 
Again the number of associates in the agricultural process is far too- 
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Mrge to permit of facile regimentation possible in other pursuits 
.and industries Also the individualistic outlook of the peasant 
is alone responsible to immunise him against outside interference 
and intervention, while his ignorance and conservatism deter 
him from taking a charitable and generous view of collective 
efforts at improving national economic standard Such problems 
may not confront the planner in other sectors of economic activi 
ties Economic planning is undertaken on a wider canvas, and 
Agriculture is all too important for the simple reason that 
without improved tillage national uplift is not usually possible, 
nor even desirable, keeping m view the place it occupies in the 
sphere of food economy of the country Hence it is, that 
even in industrialised countries, agricultural planning (even if 
to sustain and nourish the industrial structure), occupies an 
unchallenged place There are important aspects of state 
intervention m the rural sphere and they merit special study 
and examination before any planning could be successfully 
undertaken All these points considered, we must concede 
that the planning of agriculture is a topic of study quite 
important for balancing the economy and quite distinct from 
other types of planning activity One word more on this contro- 
versial topic most of rural regions of the world are backward, 
hence rural reconstruction has peculiarities of its own which arc 
conspicuous by their total absence in the advanced economies 
In short, planning of the rural communities is not only a fascinating 
-subject but also an interesting experiment without which study 
-of rural economics is entirely useless 

THE LINKAGE 

Having viewed, in brief, the various departments of Agricultural 
Economics it is only proper that we study the linkage between them 

Sociological Impact Rural sociology is related to land economics, 
Jor without this we could hardly find a clue to the problem of the 
pressure of population on land Its link with the economics 
-of production and marketing may be understood from the fact that 
the more productive communities arc those which enjoy a higher 
•degree or sociological stability Fairness of marketing and distri- 
bution does influence, m no small m-asure, the degree of improve- 
ment of the sociological advancement in a rural environment 
In the phenomena of economic growth, the impact of population 
growth on material resources is to be analysed The converse 
is also true Obviously enough, the closeness of the sociological 
and labour problems is much too apparent to need any further 
exploration and this is all the more intimate m a rural community 
where the agrarian labour constitutes the largest, though a silent, 
.force The institutional character of the rural credit organisations 
makes them all the more important from th- point of view of 
irural sociology None could dream of being able to plan the 
^countryside without taking into account the various sociological 
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and institutional factors. Rural sociology is not only the starting 
point of the study of Rural Economics but also its very foundation, 
stone in every respect. 

Land and Agriculture. Similarly, the subject of Land Economics • 
is intimately interlinked with the other departments of study,. 
Land is the very basis of all production ; this fact is far too evident 
to need any exposition. Marketing and distributing of agricultural- 
produce is potent enough to influence land values, the pace of 
reclamation and even soil cultivation, in view of the returns to 
the farmer. Again, land may well be the security against which 
credit may be sought. Hence the pattern of land distribution 
and land tenures very closely influences the credit structure in 
the economy. India may be cited as an example, where for the 
rising land values the peasantry has gone more, and more head- 
long into debt. Lastly land distribution and availability of arable 
land may well be significant enough to condition agricultural 
planning and state influences. 

^Production Effects. Economics of agricultural production does 
also have an important bearing on the marketing and pricing 
problems in this sphere. In the event of a fall in production, the 
pricing and marketing structure assumes an entirely different com- 
plexion from what it would be in a period of boom. Also, the credit 
structure undergoes a rapid change, consequent upon a better 
system of marketing and assured prices. The credit needs may 
shrink in periods of boom and facile marketing. Also must not be 
discounted the part played by the quantum and composition of 
crops and cattle in the planning trends of the national economy ; 
these will determine the priorities in planning and the form of 
state action especially in. regard to agricultural welfare. 

Incidence of Marketing, Marketing has come to occupy an impor- 
tant place in the rural problems, and is inextricably bound up with 
other aspects of Agriculture. Under a system which assures a fair 
return to the peasant the credit system will not be what it other- 
wise may tend to be. Mostly, the loans are negotiated by the 
peasant for the purposes of disposing off his produce, i. e. 
marketing. A good marketing structure would probably lower 
the demand for credit — an important factor in rural planning. One 
of the greatest tasks of national government is to ensure a 
fair return to the farmer and that is why the topmost priorities in 
agricultural planning refer to facilitating agricultural marketing, for 
a contented peasantry is always an asset. Lastly, the credit structure 
has also an important bearing upon the general planning system 
in the country. The part played by rural credit in effective 
planning can never be overemphasised, especially in view .of the 
stress recently laid by some governments upon fact finding in the- 
realm of rural credit. 
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SUMMARY AND CONCLUSIONS 

To sum up, it may be pointed out that the above classification 
-of the subject matter is not exclusive, on the other hand, these 
departments imperceptibly shade off into one another, and as 
-shown above, inextricably interlinked This mutual interdepen 
{fence of theirs is evidenced by the fact that Agriculture is the 
piVot of rural life and economic activity in the countryside It 
may not be advisable, therefore, to compartmentalise our study, still 
wA may keep the above departmentalisation in mind when analys- 
ing the overall issues m their proper perspective We may, how 
ever, have to refer to the agricultural activities in sectors other 
than those we study, so interdependent and integrated are the 
various phases of a peasant’s life Rural pursuits are neither 
commercial nor crudely economic , they arise from mixed 
motives The underlying motives and incentives we propose to 
study in the next chapter so as to be able to visualize the rural 
scene in its variegated perspecuve. 
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Before launching out on a study of Agricultural Economics, 
it is proper to j understand the principles of Economics so that we 
may be able to follow their application to Agriculture. Without 
this background, it may not be possible for us to gain an insight 
into the various agricultural issues, in their economic perspective. 
Agricultural Economics is a branch of Political Economy and, as 
such, a familiarity with the fundamentals of economic science is 
not only essential to serve as a necessary requisite for a grasp of 
this subject in hand but also important from the point of view of 
attacking the issues raised in the course of our discussions. For 
instance, in order that we may understand the problem of wage 
regulation in agriculture, we must be able to appreciate different 
issues in the controversy and also recognise the vital limitations 
•of the same so that no time is lost in recounting these. Similarly 
to be equipped for a discussion of the problems of land tenure, 
we should have a foreknowledge of the economic implications 
of social inequality, with their repercussions on the economy in 
general. Also to evaluate the different models of agricultural 
•economy we should be familiar with the mainsprings of economic 
activity. Hence it is that the reader need refresh his knowledge 
of elementary Economics. It may be stated here that this outline 
will be only a restatement of the elementary principles in so far 
as these are relevant to our study. We shall omit or at best make 
only a passing remark to the laws of Economics which have a 
slight bearing on the study of Agricultural and Rural Economics. 

SCOPE OF ECONOMICS 

First we analyse what the scope of Economics is. Economics 
•deals with the problems of scarcity ; economic activity is designed 
to adjust limited means (capable .of alternative uses) to multiple 
ends (human wants). This process of social adjustment goes 
on providing the impetus to socio-economic undertakings. The 
cycle of economic activity is punctuated with wants, efforts and 
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satisfactions when one want is satisfied another one arises and so. 
on unendingly Our object is not to detail the characteristics 
of wants at this place, suffice it to say that any problem wherein 
satisfaction of a certain want is the aim and wherein some effort 
is required to overcome the scarcity facing the consumer* 
is an economic one Hence the economic activities have- 
a large canvas and their scope is wide Most of the human 
activities are thus covered by the term ‘'economic” We have 
only two problems facing man, the sentim ntal and the economic 
Admittedly, therefore, economic issues relate themselves to a large 
variety of human problems 

Subject Matter of Economies Human knowledge being divisible- 
into two branches Sciences and Arts, \vc ma> point out here, that 
Economics is both a science and an art It is an art m the sense- 
that we set out, when framing economic policy, to do something- 
creative and construct ve It is not a fine art nor a craft but a 
method of approach, being imbued with creative artistic activity* 
especially m the field of planning Economics is a science in the- 
( sense that its method of approach is the scientific one Deduction* 
induction, comparison, mathematics and statistics, all these are- 
applied in economic investigation We proceed in scientific 
facts by means of a law or a principle It is, however, not 
an exact science like Physics or Mathematics , it is not a. 
posrnve sctence Economics is only a social science coming from 
the parent stock of Sociology Still it ma\ be credited as being more- 
exact than the other sciences for we have in economic analysis 
the measuring rod of money, a tool that the other social sciences 
do not possess Money, thus, lends to Economics some exactness 
m the matter of measurement, both quantitative and qualitative 
Thus economic analysis is rendered more exact and permits of 
quantitative measurement Mainly because of money, and also, the- 
application of statistical and mathematical methods in the field 
of Political Economy, they give it at a better place and make it 
more positive or exact than other social sciences It is also a norma- 
tive science, it one which indicates the line of action to 
be followed in the light of given facts Sciences, we may 
point out here, are in the terminology of Prof Pigou, either 
/nut bearing or light bearing The fruit bearing species .are those 
that may result m some concrete fruits, as the science of 
Mechanics, Chemistry or Pharmacology Economics is not a fruit 
bearing science m the narrow sense of ahe term though n does 
bring out some well-shaped lines of action Light bearing sciences 
are those that throw some light on a certain branch of knowledge 
and unravel the comp’exitv of physical oc social phenomem 
Economics throws considerable light on social phenomena and 
unfolds the mysteries of the same Just as Psychology tells us about 
the working of the human mind, similarly Economics brings to 
light Laws and principles underlying complex human and social 
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phenomena motivating activities designed to raise the standard 
of life for the purpose of a greater satisfaction of wants. To sum 
up. Economics is thus both an art and a science, a social science 
of the normative type and a light-bearing one but more exact 
than other social sciences. 

Departments of Economics. We may departmentalise the subject 
matter of Economics. Economics is studied usually under the 
secdons of Consumption, Production, Exchange, Distribution and 
Public Finance. Consumption deals with the subject of satisfacuon 
of wants and the generalisations arising therefrom. Production , on 
the other hand, treats of the provision of goods and services required 
for the satisfaction of these wants and the laws connected therewith. 
Under this heading are studied the agents of production, land, 
labour, capital and enterprise. Land, being the most important 
and basic of all these, and the term connoting all gifts of nature, 
is an important subject both for the economist and the agricul- 
turist. In exchange, we study how values are determined ; this is 
the most crucial problem in the science. Incidentally, we discover 
how international trade is carried on and foreign exchange 
rates fixed. We also gain an acquaintance with the 
working of banks and similar commercial institutions. Under 
distribution, the principles according to which national wealth is 
divided, is studied ; we unfold the mysteries of rent, wages, 
interest and ‘profits. Public finance tells us the purpose and 
methods of state activity in economic sphere and the limits of 
the same. Economic fluctuations is another fascinating subject of 
study, which is usually rounded off with a description of various econo- 
mic systems. Economic activity is integrated and, therefore, all these 
departments are closely interlinked with one another. Consumption 
is the basis of all economic activity. Without a study of the 
principles underlying want satisfaction, it would not be possible to 
know what to produce and appreciate the principles underlying 
Production. Production being ahead of Consumption, it does 
influence the pattern of want satisfaction to a great extent. 
Exchange, too, has its foundations in Consumption, while 
Consumption could not be possible without Exchange. Also 
it is from the sphere of Consumption that the pattern of 
Distribution is set, and Distribution in turn, determines the 
income limits of the consumers, therefore, their consumption habits, 
too, to an inestimable degree. In modern times, state econo- 
mic activity and policy does influence and regulate the 
consumption routine in the community, while the consumers 
are able to control and direct the state economic activities, rather 
effectively in a democratic set-up. Thus we conclude^ that 
consumption is the be-all and end-all of all economic activities. 
Similarly, we discover that Production - h the main deter- 
minant of exchanging and vice versa, exchanging sets forces 
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in motion that regulate and define the business of production 
In accord with the contribution mad* by each factor of proJuc 
tion is that particular factor re nunerat d A more equitable 
distribution results in providing an imp tus to accelerated economic 
Activity, with a higher return in productive capacity than other 
wise Government economic politics are v^ry much i iterlinhed 
with the productive activities in the national economy l he 
exchange system of the economy is al o inextricably connected 
with distributive system, under an effici nt ex hang., s stem 
justice in distribution may be more easily s cured thaw und r an 
inefficient slow moving system Again, a good mon-y and banking 
apparatus make it easier and speedier to implement state action 
-and policies in matters economic , in fact modern economvs have 
-a good system of exchange as their nerve-centre, without which 
most modernised systems would collapse The present debate 
in Economics is mainly concerned with bringing about socio- 
-economic equalities, a subject studied under Distribution The 
State, under a democratic set up, is very much concerned with 
securing economic justice, that is why so much is being written 
And said about economic systems Both the departments of 
Distribution and Public Economics are ther fore very much inter 
Jtnked The conclusion is that th“ various departments of 
Economics are inter-connected, and, in fact, are the ms-parabl- parts 
■of an integrated system of study For an understanding of the 
subject matter of Economics, we may visualise it availing under 
•different heads, but we must bear in mind that the subject is to be 
studied as an integrated whole 

MtcrchEeonomes and Macro Economics We must distinguish here, 
between the two systems of Economics Micro-Economics and 
Macro Economics Generalising from the individual to the 
collective, the classical school took for granted that whatever 
held good for the individual also applied to the society, which 
in their analysis, was taken to be composed ot individuals The 
difference in the social and the personal points of view was ignored 
Everybody worked in his own self interest , that the society, too, 
would be similarly motivated Economic analysis proceeded on 
this assumption for quite a long ttme, until the culminating point 
was reached by Marshall and Pigou, who represented the class cal 
school at its best Lord Keynes, howwer, getting aware of the 
inapplicability of certain conclusions of Economics to everyday 
problems of public policymaking, pointed out that there was all 
the difference between the individual outlook and that of the 
policy maker The former was imp-died by his own narrow interest 
while the latter was inva labty motivated by vital consideration of 
maximum social advantage Again he di tmguished between 
patterns of p-rsonal and social behaviour Laying th* foundation 
of Macro-Economics (the aggregative system), Lord Keynes exposed 
the classical tradition and ridiculed its assumptions For instance. 
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*° him othsr things hing equal was a static assumption and 
.an impossible one, lor other things can never remain the same. 
Taking a realistic view of the situation, he discovered the dyna- 
mic analysis in economics. This dynamic approach takes cognisance 
of the ever-changing forces at work in the economic set-up. 
Expert opinion has also swung around to a recognition of these 
.all-important facts and the economists are all appreciation for the 
Keynesian system. Economic analysis, in the realm of agriculture, 
must need be both macro-economic and micro-economic, for 
though the strongly individualistic approach of the farmer still 
persists, he is being tamed to take a broader view. Also, the 
process of rural progress is much more accelerated than ever before; 
hence this analysis must also- need be dynamic. We shall have 
occasion, time and again, to refer to the conclusions of Lord 
Keynes, whose school of thought is gaining strength today. 

Diminishing Utility. Referring to basic concepts of economics, 
we may explain the law of diminishing utility. An axiomatic 
fact in human behaviour, the law refers to the satiabihty of 
wants, when man conti ues consumption of the same article or 
service. Wants in general may f be insatiable, but each particular 
want by itself is completely satiable. This is more correct in the 
case of necessities of life; the additional satisfaction gained from 
extended consumption goes on falling; in technical language we say 
-“marginal utility” falls with continuous consumption. That is why 
we tend to diversify our consumption system and not confine it 
merely to a single article. It may also be noted that in the case of 
•social utility services, the law may suspend its operation, for the 
larger the number of consumers, the greater the scope for the 
•usefulness of a social service. Still, in general, the law is a practical 
.pointer to the need for the diversification of the productive apparatus 
•of a country so as to multiply the number of articles and services 
released for consumption purposes. This is the way to raise the stan- 
dard of living, by checking operation of the law of diminishing 
utility, which is based upon the fact of the limited capacity of 
man, as in the case of food consumption, to which there is always 
a limit. Other agricultural products, most of which also fall under 
the category of necessaries of life, obey this law. The law is, 
therefore, of great significance to even a casual student of Agricul- 
tural Economics. Another point of interest is that in the case of 
low income groups the law may not operate in the same manner 
because the available means in- this case ate severely limited. Of 
-great consequence to the rural communities, whose consumption is 
mainly confined to the necessaries of life, and whose income levels 
are low, this law stresses the needs for diversifying their demand 
.schedules in order to raise their standards of living. The emphasis 
is not only on raising the quantity of production and progress, 
hut also on want satisfaction. Mathematically speaking, the 
marginal utility curve cuts the X-axis ; Ithis means that instead- 



of utility the consumer may experience disutility, if he persists- 
in the consumption of a single article The farming commit mues, 
therefore, if compelled to continue the consumption of a single set 
of goods (r t if their want system becomes routine) will instead 
of getting satisfaction earn disutility and become discontented 
Substitution and Indifference The next important concepts are- 
Subshtutton and I ttdtff rcnee Substitution is an everyday phenomena 
which pervades all fields of economic activity One article of con 
sumption is substituted for another, because of the operation of law 
of diminishing utility Similarly, the producer tends to substitute 
one factor of production for another, if only to counter decreasing 
productivity from the one in use Substituuon enters the pro- 
vince of public finance, for the State, always on the look out for 
increased revenue, tends to substitute one tax for another The 
law of subsutution pervades all forms of economic activity This- 
law is alternatively known as the law of maximum satisfaction, 
law of equimarginal uulity, and the law of expenditure It is 
of special interest to the agriculturists for the correct under- 
standing of the law provides a clue to the fanner’s practices , he 
substitutes one article for another both m his consumptive and 
productive processes Substitution, however, may not be some- 
times possible, for the simple reason that there are indivisibilities, 
m the economic sphere There are serious Jimuations arising out 
of the fact of indivisibility, subsutution will not take place m 
the smaller and fracuonal units , it may not be possible in certain 
cases where the units do not admit of further sub-division An- 
other limitation is that subsutution will always remain imperfect- 
This gives rise to another set of liroitauons on the working of 
the law Recently, the concept of indifference has been developed 
as an improvement on the law of substitution Consumption 
being regarded as an aggregative act, substitution there is, but 
the role of substitution is, m certain cases, high, as between two 
commodities easily interchangeable Importance has been attached 
to the marginal rate of substitution An index of the high 
standard of living and an indication of the good type of con- 
sumption, it is maintained, is due to this marginal rate of substi- 
tution The concept of indifference is a natural corollary to 
this The fact about consumption is that the consumer tends- 
to have as varied an assortment of goods and services as it is 
possible for him to have within his limited means The 
position of indifference shifts with income and prices First 
we take into account the price and income effects, lor the indif- 
ference technique not only elaborates the subsutution effect but 
also these two It is possible to trace the behaviour of demand 
in respect of one article when its price rises or falls relauvely to 
the other For the agriculturist, aiming at a more correct 
perspective of anticipatory demand, this is a powerful tool In the- 
held of agriculture, especially where the fanner is usually not 
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aware of the market conditions, and produces as a matter of 
routine, rather than out of economic calculations, the indifference 
Technique provides him with an insight into the mechanism of the 
anticipatory market conditions in respect of his produce. 

Surplus?! in ’Economics. The concept of surplus ss has also come to 
•occupy a place of prominence in economic analysis. Two surpluses 
may be enumerated as being of use to the rural economist : the 
■consumer's surplus and producer's surplus. The former relates to 
the divergence between the higher satisfaction obtained and the 
lower price paid in respect of an article or a service. While price 
.is paid according to marginal utility, the total satisfaction gained 
is much higher and, therefore, the consumer reaps a surplus of 
satisfaction equal to the difference between marginal and total 
•utility. This concept plays an important part in welfare economics 
•especially when economic policies designed to secure maximum 
social advantage, are framed ; the target is that of securing 
maximum surplus of satisfaction for the community. Rural 
•communities being at a lower stage of economic development 
groaning under a low standard of living the one aim of Agricul- 
tural and Rural Economics is to secure maximum consumer’s 
surplus. This is the key to a higher standard of living among 
rural societies. The sister concept, producer’s surplus, reveals that 
just as the consumer’s gains a surplus of satisfaction from his 
satisfaction schedule, in the same fashion the producer earns a 
•surplus which may roughly be equal to the difference between 
the higher rewards obtained from his productive efforts and the 
lesser exertion put in, i.e. the difference between the earnings and 
real cost. The producer may have a special aptitude for a certain 
job and he may actually derive some pleasure out of it while he 
may also earn a lot. This may be truer still in the sphere of 
rural activities where the jobs are of a creative nature and give a 
lot of satisfaction to the creative instincts of man : that is probably 
the one reason why the agriculturist sticks to his job in spite of 
she heavy odds set against him and low earnings notoriously 
-associated with his calling. Therefore, if we want to improve 
•the conditions of the farmer and tone up his environments, the 
farmer may become more efficient than he would if only prices 
are stabilised at a higaer level. The human aspect needs be 
stressed and appreciated, in this context. 

Demand. The law of demand is another landmark in economic 
•analysis. Demand, as understood in economic _ terminology, is the 
willingness of the consumer to acquire a certain good or a service 
•coupled with his ability to pay. The demand schedule, which informs 
us about the aggregative aspect, conveys a more realistic meaning. 
We have anticipatory demand without which, in this age of ready- 
prade ware;, the producer could not function. There is the term 
■elasticity of demand, or the responsiveness of demand to price 
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variations, this aspect may be of interest to the peasant in that 
it gives hun a cine to the bahaviour of demand in re ponse to- 
prjce variations. Noticeable are changes m demand which may 
be due to a variety of reasons such as variations in the quantum 
and composition of population and changes in fashions and 
tastes. Then there is normal and abnormal demand Demand is 
normal when it obeys the law, it demand shrinks with rise 
in price and vut versa or when it remains an inverse Junction 
of price. It is abnormal when it is directly associated with price 
fluctuations, it shrinks when price falls and expands when 
price rises This famous law, though hedged in with certain excep- 
tions, holds good for nearly all types of goods in various 
degrees In the case of commodities having inelastic demand, 
price, even if it rises, may not shrink demand , as a rule necessaries 
of life fall in this group Most of the commodities that the 
peasants produce, being necessaries of life, belong to this group 
of inelastic demand and do not respond very much to price 
variations Their demand is more or less set The peasant, 
therefore, must not specialise m on* commodity to the extent of 
bringing a glut in the market but must diversify his production 
m order to reap the best harvest and reach ever> pocket A clear 
understanding of the phenomena of elasticity coupled with the 
grasp of the factors responsible for bringing about changes in the 
demand schedule is an essential pre requisite to successful farming 
without which the farmer may go on blindly producing irrespective, 
of the market trends 

Supply A necessary adjunct to demand is the concept of supply 
This deals with the production aspect of economic undertakings 
Just as demand has its laws and forms, similarly supply has 
also parallel concepts For example, we have the supply 
schedule which tells us about the various quantities supplied at 
various prices. The relationship between supply and price is a 
direct one, supply varying with price and not inversely In the 
hope of earning a higher profit, the supplier digs out a larger 
quantity when the price rises We have also the concept of 
elasticity of supply which informs us about the responsiveness of 
supply to price variation Similarly regular and irregular sup- 
ply may be interpreted to indicate the conunuity or otherwise of 
the supply chain In the case of standardised production and 
established demand, supply is regular, while fluctuating demand 
varying with changes in fashons and tastes reflect itself in 
irregufar suppfy This concept rs reSsonJ ft? that erf cfemanc?, far 
it is only when an interaction of these “two blades of scissors 
takes place, then and then alone, is the price determined 
The position of supply is not to be ignored though it is 
usually to be considered m relation to demand, for a wise producer 
always takes cognizance of demand in order to correctly anti 
cipate it and adjust the supply accordingly That is why he stands 
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to gain or at best not lose much even if demand misbehaves at 
a later stage. Though it is often 'true that demand is first correctly 
anticipated and then the supply adjusted to it, it may not be 
wrong to suggest that sometimes the producer is able to educate 
the consumer and create a demand for his products by means of 
advertisement, publicity, propaganda or salesmanship. Often 
new fashions are created and consumer reacts accordingly. Such 
circumstances arise that he feels helpless and dare not refuse to 
accept the articles available. In this age of ready-made articles, 
when production is much ahead of consumption, even the most 
calculated estimate of demand cannot but be only a partially 
correct anticipation. The consumer is now unable to dictate 
his terms ; it is the producer who holds the field. That this is so 
in a large part of the economic transactions should serve as an 
eye-opener to the peasants who should no longer be at the 
mercy of the consumer but adopt means effective enough to 
create demand for their go ods, rather than go on feeling helpless 
in the matter. This dual relationship between demand and supply 
is signia;ant not o lly from the point of view of Agricultural 
Economics but also that of the peasant and the planner. 

Valuation. Regarding the interaction of demand and supply, 
the economists have treated of price determination as a function of 
price. In the short period, demand exerts a more dominant 
influence, while in the long period, it is the pull of supply that is 
far more effective. Demand is more or less the chief determinant of 
price in the short run, because of the fact that supply relatively 
remains inelastic and fixed. In the case of perishable articles, espe- 
cially, where storage costs are relatively high the producer thinks 
it wise to follow de nand and dispose of his goods at a price decided 
upon by the forces of demand. But this strong influence ol 
demand weakens in the case of durable articles, j.e. those goods 
which can possibly stay without there being any loss in there 
quality and price. Though the anxiety of the supplier to have 
an increased turn over of his goods may tempt him to sell away 
his stock at remunerative prices, he would not like to dispose it off, 
at a price lower than the cost of production, while in the case 
of perishable goods costs do not matter for he would like to 
avoid a loss. But in the long period, when all adjustments of 
supply have been made to anticipitory demand, and demand 
is more or less forlorn, rather accurately, supply is so manipulated 
that there is brought about an adjustment between the two. Here 
again, we can broadly refer to two types of goods, reproducible 
and rare : in the case of former, competition among producers- 
can bring down price to a level not lower than that of marginal 
cost of production, i.e. the cost of production or the highest 
costs of the average producer. The marginal producer is to be 
included, for without him, the production quota may not possibly 
be completed. A nal> sing the costs further, we are told that 
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they arc of two component , the prime cost and supplementary 
cost, or the recurring and th^ fixed cost Even if the marginal 
cost of production must cover at least the prime cost of produc- 
tion it would reduce itself to an unprofitable business It is only 
the established or supra marginal producers, who can cover both 
the cos s of production, the prime and the supplementary costs. 
The supply price must be covered by the long run price Selling 
costs, too, play a significant role in price determination Cost, 
of production in this context includes the selling and the marketing 
costs but they must be treated as the first charge on the producer 
or the supplier and m case these costs are rather high, 
the supplier suff rs heavily and has to undergo a sacrifice in this 
respect In the case of rare articl s, therefore, it is the demand 
factor that determines price as price equates marginal utility 

PRODUCTION TO DISTRIBUTION 

Production has four agents, land, labour , capital and interpret! 
Land stands for all th~ natural resources climatic and loci 
tional factors in the economy, these factors are relatively fixed 
and can hardly be increased in quantity Lai d is considered 
to be the most static and indep'ndent of all the factors, for 
us inherent quality* is to produce without even labour effort 
Labour is the next elementary and basic factor of production 
It represents all human toil, undertaken with a view to g King 
an economic remuneration Labour supply ts not ngid like that 
■of land But in the short p-riod, it is comparatively inelastic 
In the long run, however, labour supply can be made elasuc, by 
following a suitable policy Still labour and land as between them 
selves are sufficient and potent enough to inmate, maintain 
and continue production Capital is regarded as the produced 
agent of the production The modern production system is 
designated as the capitalistic system for the reason that capital, 
in a highly specific form, is being increasingly employed in the 
apparatus of production Capital appeals to be rather indispens- 
able to the highly mechanised system prevalent today Enter 
prise is that agent of production which is responsible for bringing 
all the other factors of production together and enabling them 
to make their contribution in certain productive efforts. 
The entrepreneur bears uncertainties of production , his u an 
anticipatorv job to visualize the economic trends rather correctly 
succrssfuV, he reaps the goUrn harvest. Iv. wgcw&tam pattt 
cularly, land plays a rob mire vital and more indispensable than 
ui any other industry Labour is also a necessary adjunct to 
land m agricultural production In the backward countries 
particularly, labour is too much in proportion to land we 
say pressure of population is high Capital though employed 
in agriculture, is a still not so significant m rural life as in 
urban areas Still, with the increasing mechanisation of land 1 
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Enterprise has an important ro' 
a proper co-ordination of th 
go a long way to improve agricultural y eld. But, unfortu- 
nately, the peasant is himself the entrepreneur, and ill-equipped 
with expert knowledge, he is a bad entrepreneur. 

Combination of Produsrivi razors. It -would be instructive to 
learn what principles govern the combination of factors. Broadly 
-speaking, the factors of production would tend to be combined in such 
a manner as to secure the maximum output. The farmer will cons- 
tantly apply the law of substitution and employ the various factors 
of production in such a ma nner as to equate their marginal produc- 
tion. But apart from this isolated -fact, the significance of the price 
factor must also be recognised. The producer takes into consi- 
deration the cost of production. Mathematically speaking, his efforts 
would be to employ each factor of production in such a manner that 
the cost-productivity ratios for all of them are equal. The entrepre- 
neur also needs take into account the fact of indivisibility for in 
this case, other factors of production have to be adjusted to this 
particular one. If this be positive, it is quite conducive to produc- 
tion (/. t. if the factor ratios are not rigid) but if. these ratios are 
rigid or specific then the problem assumes entirely a different 
•complexion and we have to search for the optimum point o 
.productive combination the point -where the production is 
highest. Due regard must also be had to the specificness 
certain factor of production which may be indispensable to a certain 
process. In this case, the producer must have to employ the 
•specific factor in a manner which makes it possible to secure 
maximum output. Another noteworthy consideration is that o 
■scarcity, which makes it imperative for the producer to economise 
this particular factor. Thus the optimum point may be a 
different one from what it would be under normal circumstances 
'^e size and scale of the plant also influences the entrepreneur 
m arriving at a decision in regard to combining factors. In lac t, 
limits to further expansion are set by all these con sderat ion . 
Expansion could possibly proceed on till the optimum point is 
reached for beyond this production would result in a loss to • 
entrepreneur in view of diminishing marginal P r ^” cl, /‘ ty ’ '* £ 
■ law of diminishing returns. Beyond the point, where the matg - 
nal costs are just covered by marginal revenues, an avua(,<. 
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1ms»s of Rtinrns. A passing reference may also be made to 
l ™s of returns, also known as the laws of variable proportions. ~ 
‘ an investment brings about a proportionate yield in produ^ 
'the Law of Constant Return is said to prevail; a m*-* 
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expansion and investment lias a constant return But when 
additional investment raises the return per unit of investment 
it is the Law of Increasing Returns which applies In case this- 
trend is reversed the Law of Diminishing Returns is said to ope- 
rate Increasing returns means decreasing costs, which can be 
due to economics, internal and external, in the productive sphere- 
Where the influence of man is predominant we find that the 
productive trend is towards increasing returns or diminishing 
costs But these trends are reversed when nature has the 
tipper hand and man finds himself unable to effectively control 
production and reap to the fullest all us economies Certain 
factors like scarcity or unavailability in large quantity of certain 
factors and their diminishing productivity are responsible for the 
emergence of diminishing returns or rising costs Extractive 
industries like farming and fishery are examples m the point When 
man and nature balance, constant costs or returns result, for 
example, cigar and sola manufacturers Economists like Marshall 
and Pigou have pointed to the inevitability of Law of 
Diminishing Returns or Increasing Costs, which, m their 

opinion, is bound to operate in all industries for there are posi- 
tive limitations to the vigilance and control of man over them 
Lerner, however, believes that the Law of Diminishing Returns 
can be averted and points out that the optimum point is 
the point where diminishing returns begins to operate 
A sane producer would hesitate to expand beyond this point 
In hi3 opinion, as also in the opinion of others of his way or 
thinking, the three laws of returns are just phases of the same 
Law of Variable Proportions The Law of Diminishing Returns 
is easily the most important of all these because the peasant 
is always busy countering it in his predominantly "natural’ 
industry. 

Distribution It is the tbiory of distribution that reveals the sec 
rets of the apportionment of the tational dividnd In fact, all 
the agents and factors of production work lmJisiinguishably in 
co-operation with one another, just as all the fingers of the 
hand work in writing out the manuscript The only method 
by which we could approximately find out the relative contribu- 
tion of each factor is b) means of gauging its marginal produc- 
tivity This gives rise to the Marginal Productivity Th ory of 
Distribution which stresses that each agent of production, being 
homogeneous is patd according to its marginal productivity 
Modern economists tend to believe that it is transfer earn - 
if it is what a factor of production earns in an 
alternative occupation, that determines its share out of the- 
national income Taking each factor separately (in order to 
gain a better view of the problems of distribution' we find th-if 
the rent of land accrues as a differential surplus which arises out 
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Demand for land being composite transfer 11 ab . ove aI1 scarcity, 
be another equally valid e^pknat Ion l? r^H? T' Jd ^ 
may, the term rent has been extender! Be lhat as it 

scarcity and is applied eve" » c a l “ r?”' 10 ' 0 "«= <«t of 
for example, the element of rent mav he f ,! em P orar y shortages- 
tial wage? Ltd the earnin^T Sin 
scarcer m the short period. Similarlv, there “ re f, r 
which serves as an element of profit Inre™ “ , of ablllt >' 

as a price for the use of capita? Without Said t0 bc P a! ’d 

troversial issues regarding interest determination "fe mav ,° n ' 
ourselves by saying that the marginal product vL fh J COntcru 
m this case. The rate of interest approximated 
marginal productivity of the capital borrowed. At ten nnt* * l ° ^ 
made to apply the transfer earning explanation 1S a SO 
for the phenomenon of interest payment^ What ^ ccou { lt 
earn in a more gainful occupation, would tend to be paid a s°tl d 
pnee for its use, its mobility assured. Profits are regarded 3 

mar“nal for uncertainty-bearing, for it is difficult 5 to assess !h~ 
a r 0 mal productivity of the entrepreneur. Now profits nrn 
being explained in terms of entrepreneur being the ^ residue! 
claimant : the last person to be paid after all mUr-r- r-. 
production have been suitably remunerated. Transfer earnhm- 
also explains profits for what the entrepreneur expects to earn hi 
any other industry may approximate to the earnings Tn h ? s 
present vocation. But this is quite a controversial issue" In the 
Case ,° f , th( r agricultural entrepreneur the most suitable explanation 
would be m terms of the entrepreneur being the residual claimant 
Wages are usually paid according to marginal productivity” 

tr3de un , ionism > wages could not be levered 
upto ? level higher than that of marginal productivity. Labour 
exploitaucm becomes a fact when labour is paid less* than even 
the discounted marginal product, the discount being reckoned 

sold Crr rt S ? C pcnod r that raust plapse before the product can be 
sold. But because of the fact that labour is a highly perishable 

3nd thC lab0 V r m haS VCry u l0W Stayin S P mver “upled 
Z 1, ignorance and illiteracy, the labourer is usually paid 

much than what nn economist might calculate as being his 

just share. Personal and customary considerations, too, enter this 
phore t° further rob thdabourcr of his wclI-desAcd MZ jS 
,,T?* , / rolcc tive legislation has been enacted in order to regulate 
ootti ins remunerative standards and the conditions of work. This 
regulation becomes effective under strong trade unionism, and in its 
Absence remains a dead letter. 


ECONOMIC INSTABILITIES 


Trade 


cycles and economic fluctuations have been puzzling- 
phenomena. Various explanations have been advancedrc-ard- 
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jng their causation Unfortunately, these cycles visit agriculture 
as their first victim and leave it the last of alJ Often their 
starting point is agriculture that is why great emphasis ha3 
recently been placed upon the physical factors being responsible 
for the causation of these fluctuations Other explanations, too, 
have been advanced the monetary factors, the psychological 
forces and shift! in demand and supply These explanations 
concern the agriculturist very little One thing to be noted 
an passing is that economic fluctuations are characterised by 
Jjnebromm and pnodutty These cycles synchronise, tt they 
occur together and are simultaneous Secondly, they hate a 
certa in amount of periodicity about them , they can therefore be 
predicted with some correctness Remedies have been suggested 
to counter them or at least to lessen their severity Steps have 
been devised to lessen the uncertainty of the climatic effect by the 
extensions of irrigation works Other suggesuons relate to revolu- 
tionary policies being undertaken, the complete overhauling 
of the economic system Socialists advocate the adoption of 
their own creed as being an antidote to the persistent 
inequalities of wealth socialism claims to bring about 
.a better distribution of wealth and incomes so that victi 
misation by underconsumption could be eliminated Com- 
muni ts insi t on the total abolition of private property and 
the complete nationalisation of economic activity, this step, 
they hope, will serve to even out the existent unequal social 
basts and afford a good basis for smooth economic activity 
A communist set up claims to be fully equipped with the efficient 
.apparatus for planning, the main purpose of which will be to 
•eradicate all economtc fluctuations Fascists have been of the 
opinion that over all state control, as it existed in Germany and 
Italy, was potent enough to do away with most of the economic 
■Upheavals but in view of their reactionary philosophy and practice 
this creed is out-of-date The capitalistic structure, it may be 
admitted, however, is not able either to eradicate these cycles nor 
even to mitigate their seventy except by impostng severe state 
regulation and direction A compromise solution is the adoption 
and practice of mixed economy which while steering clear of the 
rigidity of every system, accepts the good points of all the various 
economic creeds 

State Actrvities Probing into the sphere of state activity, we 
•discover that vht Stave has c«v&«\ ccowkiuc fuaeVioas vihwh may 
be of the nature of control, regulation and protection of weak eco- 
nomic sections There are alio the potent w eapons of Public Finance, 
■Taxation and Expenditure. Important theories may be mentioned 
here The Re-distributive Theory emphasies the re-distribu ive 
aspect of taxation and exp-nditure Its main purpose appears to 
be to rob Peter to pay Paul The Social Welfare Theory now 
modified by the doctrine of Maximum Social Advantage apparently 
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stresses the welfare aspect. The concept of equality is also imported' 
in Public Economics and interpreted as being able to secure mstice- 
in taxation and expenditure. The Keynesian group is wedded 
to the realisation of fiscal motives in public finance, mainly 
full employment, t-c. the fuller utilization not only of human 
resources but also all other natural resources. These are the main 
ftrva.wcva.1 vtlticb. may he. of mtsxest. m the. 

and the rural worKers. In the sphere of taxation, too, one should 
be aware of the concepts of the impact (the initial burden of the 
tax) and incidence (the final burden) and shifting of the tax 
burden forwards ov backwards. Similarly, in the field of expen- 
diture there are certain checks and regulations for the proper 
disbursement of the public moneys. The sphere of Public Finance 
requires a careful study by the agricultural economist. In the 
realm of public policies mention needs be made of the fiscal policy 
and the corresponding measures. Industries, including agriculture, 
may be granted the benefit of protection against the competition- 
from foreign goods. Subsidies and financial assistance may also - 
be given to provide a stimulus to anyone group of industries. 
Fruits of research and the advantages of technical advice may 
also be placed at the disposal of the backward industries like 
agriculture. The sphere of the State is getting to be more and 
more extensive and is now ever widening in its scope. 

SUMMARY AND CONCLUSIONS 

The above summary of elementary principles of economics- 
is admittedly, a bare skeleton outline. Its main purpose is to.- 
acquaint the casual and lay reader with some elementary concepts] 
njVac\\ may <md recurrent references in this treatise. We do not 
claim to have made even a statement of main issues in Economics. 
The important realm of money has been omitted quite, but. 
that does not very directly concern the rural worker or one. 
specialising in the problems of agricultural economics. 



CHAPTER V 

INCENTIVES AND IDEALS 


j ^ c ° n0 ’ nic Motives in Agriculture — Satisfaction of Wants Accumulation of 
- a„ t roperty Cannan ty spirit and L*gal Conpjlsion Econo-mc Incentives 
4n Agriculture— The Incentive to Produce and Secure a Better Share out of the 
National Dividend The Income Incentive A H gher Standard of Living Ec o* 
Stability Self Sufficiency Profit Motive Attractivcs in Agriculture — Provision 
or Attractivcs Rent free Land Reclamation Facilities and Tax Exemptions Cora- 
munity Progress Price Stabilisation Marketing Regulations Ideals or Agriculture — 
Patriotism Religion and Duty Recoguition and Leadership Habit and Joy . 
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A study of the economic activity is both interesting and 
instructive Motivation of human activity has been traced by 
psychologists to various causes The mainsprings of this acti- 
vity may be economic, social, religious, political or even purely 
personal It may be us*ful to distinguish between incentives, 
attractivcs and ideals What impels a certain individual to 
action may be termed as an inccntm Enforced idleness may 
prove to be as boring as enforced labour Man, a restive 
creature, is always imp-lied to do one thing or another, 
not just out of selfish interest but out of variegated motives 
Incentives may be d*fined as all those impulses that are respon- 
sible for setting the tune to man’s activity or initiating the 
same An attractor on the other hand, is what attracts or 
tempts the labourer to work Good working conditions in a certain 
factory may serve as an attractive, better environment may attract 
more labour An id al is only an abstract notion, and may remain 
something worthy of emulation It is the satisfaction of a higher 
impulse leading to a nobler end in view One’s patriotic zeal 
may be an id alutie end whil- the satisfaction of wants may 
be termed as an incentive, and the provision of better working 
conditions, an attractive This distinction is quite pertinent in 
this context We must charly understand what sp-cial motive 
Is an incentive, another an attractive and still another only an 
ideal Right selection of these is of use to the expert, the 
legislator and the peasant 


ECONOMIC MOTIVES IN AGRICULTURE 

Talking of rntiv s in agriculture, we can think of 
them as economic and social But mere classification will 
not lead us anywhere, for the simple reason that economic 
motives often ".hade away into the social ones The primary 
incentive impelling all human beings who engage in any form 
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of economic activity is the desire for a decent living and the 
provision, of recreational facilities. In some instances., it is the 
rational motives and incentives that prevail but in a number 
■of cases it is the irrational that do predominate. One may- 
point out. however, that we are concerned with rational 
and accepted ones, and not those which may cndangci 
Jaw and order or may involve people in abnormal and 
unsocial undertakings. From a variety of incentives, social, 
political or even personal, we have to disentangle those that 
have an economic bearing and an economic colour. Again, 
-we study not the broad economic incentives as such but 
•only concentrate on the study of those which prevail in the 
-.sphere of agricultural activity or at least strongly colour and 
influence the same. 

Satisfaction of Wants. In the minds of many farmers, the desire 
for the acquisition of means with which to satisfy their wants is 
•supreme. All economic activity being reducible to an adjustment 
between multiple ends and scarce means, farming is also directed to 
the same end. Money is a most important means of satisfying one’s 
wants. Hence the strongest incentive for the peasant is to 
•acquire money with which to be able to satisfy his wants. 
The extreme case is that of the miser who wants to lay by a 
stock of money for hoarding purposes, or with which to buy- 
land merely for the acquisition of it. More normal is the desire 
for money to buy food, clothing, shelter and entertainments. 
In the case of the majority of the . farmers, money which impels 
them to undertake the agricultural operations, is to be used in 
the satisfaction of their wants and those of their dependants. 
Still it may be pointed out that the money motive is not the 
only one compelling the farmer to work on his farm. Personal 
likes and dislikes also count for much. 

Family Affection. The satisfaction of wants does not have 
narrow implications : if it relates to one’s own self, it also relates, and 
equally strongly, to the satisfaction of warns of one's family. As a 
man grows older and maturer he thinks less and less of his own 
immediate satisfactions and more and more of the satisfactions 
of his dependants. The incentive for the upkeep of home and the 
family is the most elementary instinctive form and often takes 
the shape of great family pride, so characteristic of the pea- 
santry, nearly in all the regions of the world. The desire for 
a large family estate, a dignified status for them, a good 
education for the children and a laudable social standing, all 
these are just significant aspects of the larger motive of satis- 
fying wants. In the opinion of Dr. Marshall, family affec- 
tion and preservation is one of the strongest factors in^ all 
economic activity. And in conservative farming communities, 
where the family still stands preserved as an integrated unit, and 
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the disintegrating forces of modern civilisation have not made - 
any inroads, the incentive of maintaining the family i* 
strong 

Tbt Community An extended form of this incentive is the desire- 
to satisfy the demands of the community at large While the satisfac- 
tion of one’s own wants is quite selfish confined only to one’s, 
person, the motive of adequately providing for the family is 
a nobler and a better end Still this operates within the 
limits of subsistence farming and the complexion of agriculture 
to-day, is definitely is not the subsistence one Hence the 
wider aspect of agriculture is the satisfaction of the wants of 
the community The simple farmer is impelled by the motive 
of being able to provide for the food and raw material needs 
of the community Not that there is only an element of 
pride m this work, but also a sense of satisfaction in that 
he feels he is making an important contribution to the well 
being of the community Imagine the farmer supplying the 
needs both of his immediate neighbours and far flung coun- 
tries , he would irresistibly be elevated at his role that he is, 
by following this profession, enabl'd to meet the most impor- 
tant needs of the community, namely, food, timber, fuel and 
raw materials 

Acquisition of Land d Property Another important motive m 
the rural sphere is the acquisition oflanded property by the peasant. 
The institution of private property has placed an important role in 
all types of economic activity In the village particularly, land is- 
the most important property In fact, the instinctive hunger for 
property and possession is very strong in human beings Among 
the peasantry the most important incentive, that he incidentally 
satisfies, while pursuing his occupation, is the acquisition offend, 
which gives him social status in the rural community We 
should not confuse this with the piling up of estates, but merely the 
possession of so much fend as may ensure for him his rightful place 
in the rural set up and a decent living for his family and dependants- 
Experience in land reforms has conclusively shown to what extent 
“land hunger” is raising a crop of problems for the well meaning 
farmer and the ambitious planner Therefore, the motive for the 
acquisition of the landed property is an important one to the 
peasant. Viewed from another angle, we may describe this 
motive as only a form of family affection The fanner, by acquir- 
ing more and more landed property, only seeks to assure a good 
heritage for his survivors Conservative as his outlook on life 
usually is, he is more concerned about the welfare of his people, 
hw kith and km than the more enlightened and more civilised 
urbanities arc about their own family and dependants 

Community Spirit Comraun ny spirit also fires the agriculturist’s 
imagination and is quite a recognised force motivating him to his 
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, . Compulsion.' Legal compulsion (to satisfy the requirement* 
of the law) is another important motivating factor in farm" n T ts 
certain towns and cities, law prescribes the standards of S ft the 
amount of impurities that could possibly be sold in mill 1 
to which the farmers have to conform. Similarly in certain coun 
tries, farmers may be compelled to seek, permission for making 
changes in their cultivation and crops : and make it m™, 1 r S 
, hem to conform to law. Thus 4V compute" be 

regarded as a strong motive underlying the agricultural opera on* 

In Agricultural Economics, as in pure theory tl^ ‘ °. I T ratIons - 
tion is that all is well with the CS > c 
democratic state. Hence one of supreme 5 economic ^oLvS 
in al communities is legal compulsion. While in the fa« or v 
industries it may be possible to conceal such activities and 
sometimes even contravene the provisions of law, in agrkultuml 
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practices and in rural life, which are mostly of outdoor nature, 
it is hardly possible to do so The peasant more than any one 
else, is to obey the dictates of law, hence legal compulsion is an 
important factor motivating agricultural activity 

Motrv s ani Ituentrjt: An examination of motivating factors 
in agriculture brings out a complex variet> of factors which go to 
provide the impetus for agriculture Motives are those impulses 
which have before them the immediate real sation of an objective, of 
the speedy fulfilment of a desire They must needs be distinguished 
from incentives, which are deeper undercurrents of the human mind 
While a motive is visible even to a casual observer, the incentives 
are not so apparent We have to delve deeper in order to appre- 
ciate what incentives impel an agriculturist to go ahead with 
his job There are social incentives, in agriculture, and also 
political and environmental ones Tor example, an agriculturist 
may have to pursue his calling only due to his caste, as in India 
It is purely asocial force md incentive provided herein is non 
economic Similarly, there may be a taboo against the use of 
certain manures like boncmeal While the cultivation of certain 
crops may be a religious and social obligauon with some, others 
may look upon it with disapproval Wheat cultivation may be, 
considered as a sign of respect, as in certain ancient communities 
while vegetable growing may be regarded as unworthy of the 
high castes Here the incentive is socially significant 

ECONOMIC INCENTIVES 

But we should only be concerned with economic incentives, 
•and not with the uneconomic ones which we may prefer to christen 
as “ideals M It may also be pointed out that economic factors nnd 
forces he deeper and are stronger than the rton-economic ones. 
Admittedly, therefore, it is the economic factors that are at the 
root of more superficial social and customary ones. Again while 
the social (and other non-economicl factors may undergo a 
change with changes m social preferences and valuesj the economic 
forces have a most stable character and are, therefore, more 
fundamental It js not our purpose to underrate the social, 
environmental, and customary influences but the fact which we 
serf. fu siiticr e>- fcVr aY.ws^ahvUy a\vw wash -the 

permanence of the economic incentives Hence it would not be so 
fruitful a study, if we were to examine at length the nature of 
non-economic factors More vital, from our point of view, is the 
recognition of the place and importance of economic cross-currents 
especially in the study of agricultural motivation However, we 
shall make a detailed study 3f the non-economic undercurrents 
pf rural actions and round off this study with an examination 
of objectives and ideals 
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lucent ru : to Produce. The foremost among these incentives is 
*he iv.av.thn io produce and secure the higher share out of the 
national dividend. Agricultural production in itself is an artistic 
experience and visibly the higher the production the greater the 
share it brings to the peasant except in abnormal times "of agricul- 
tural depressions. The farmer tends to diversify his productive acti- 
vities from the same end. He wants to increase his earning power 
and for this reason he tries to achieve this objective by both inten- 
sive and deversified farming. Mixed farming has, therefore, sprung 
out of this particular motive and so has also crop planning. All 
efforts aimed at increasing his productivity, c.g. the use of fertilizers, 
reclamation of soil and its proper drainage, emanate from this 
single incentive to produce more and still more. In fact, all his 
attempts to eliminate the middle man, by means of direct market- 
ing, or by adopting the co-operative line, arc only attempts 
designed towards the same end of securing for the peasant a 
greater and greater revenue. This incentive, it appears, is the 
single strongest one compelling the farmer to undertake the 
various economic activities and should be taken note of. Even at 
the cost of repetition, we shall point out that this particular consi- 
deration finds a more pronounced expression in his efforts directed 
at getting a bigger slice or an increased income. The object of 
production is twofold : subsistence or self-sufficiency, and com- 
mercial or remunerative. The farmer cultivates the lands with 
a view to be able to provide for himself and his dependants amply. 
This may be termed as family farming, or subsistence farming. 
This is widely prevalent in the backward communities. But in 
the more advanced regions, it is the commercial or remunerative 
aspect that is more dominant. In a progressive community, it is 
the economic calculations that begin to exercise a more important 
influence in the life of that community. All commercial activities 
are aimed at increasing the national dividend and may, broadly 
speaking, be termed as securing a larger share out of it. This 
incentive has an important economic bearing on agriculture in 
all types of economies. 

The Income Incentive. The income incentive is the second more 
important one in agriculture. An enhancement of income is what 
is sought in all economic activities and the agriculturist could not 
be an exception to it. In his efforts to have subsidiary industry 
added to his routine, he seeks to increase his income. His objective 
is to eliminate waste simply because he wants 3n inflated income. 
The income incentive is prominently evidenced in his search for 
more lucrative avenues of marketing. High income is considered a 
necessary adjunct of social prestige and the farmer does aim at it, 
probably because he -wants to en£iant!£''Tjis__ own 
community. Also, an incrcascd^ojpestfM Sririy ^avmg x for 

acquisition of more and mo ppoperty; Td m£hjch tjfe 
referred to above, when dis^yisirfg pednomic motitpd/iu^agficultug:. 
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And obviously enough, an increased income alone could satisfy 
his needs and wants to a greater extent Thus the income in- 
centive is not to be underestimated we must give it its due place of 
prominence It may, however, be pointed out that with greater 
enlightenment and under progressive conditions, this particular 
incentive becomes stronger and stronger 

Standard of Living All human beings desire to have a higher 
stardard of living and so do the agriculturists Economic activity 
is not undertaken simply for the fun of it but mainly because it 
ensures a btghtr standard of living to the peasant and his depen- 
dants While it is true that in the backward regions the agricul- 
tural pursuits are followed more as a mode of living, in the more 
advanced rural communities of today, there has developed a 
strong desire to lead better lives and this objective is very definite. 
In his effort to achieve a higher standard of living the peasant is 
actively aided by the Government, for the one objective common 
to all the welfare states, is the struggle for a higher standard of 
living for all people Thus both the individual and the national 
points of view provide very potent incentives underlying the 
farming operations, namely, better living The individual under- 
takes these activities as he actively strives after this objective ; 
he puts heart and soul and takes to farming as a means to this 
end. The State encourages him to make improvements in this 
sphere and itself launches out on vast and expensive projects with 
the same end in view In a democratic state, maximum social 
advantage is the target , it means more food, better clothing, 
more decent living and ample provision of raw materials 

“Economic Stability Economic and social stability have, of late, 
become important parts of the programme of progress in civilized 
community In their search for economic stability, the peasants 
strive to be efficient at their jobs Orderly agriculture proceeding in 
clockwise regularity ensures to the farmer a permanent income, 
and, therefore, economic stability Agricultural improvement 
aims at eliminating or at least minimising the various uncertain- 
ties and conquer Nature Irrigation works are extended, weather 
forecasts made, crop estimates broadcast, m order to acquaint 
the ignorant peasant about uncertain trends and establish agri- 
culture on a firmer footing The objective is to eradicate unknown 
factors or at least to know them in advance, so as to take 
precautions and adopt necessary measures No wonder then 
that the State undertakes to assist and guide agricultural 
operations with a view to economic stability in the national interest 
for without stabilization in the agricultural sector, stability would 
only remain a dream From the narrow individual point of 
view of the peasant cultivator, % agricultural operations are for 
the advancement 'of the economy The peasant is also after 
securing stability for himself and his family this search of his 
results in his improving agricultural methods and technique 
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Economic Self-sufficiency. Jn the thirties, the world witnessed a 
huge international slump. There was also a craze for attaining 
self-sufficiency. ‘-'Battle for wheat” was fought in the highly 
industrialized countries of the West, while the agrarian 
ones sought to become more balanced. Although with the 
establishment of normal conditions, economic self-sufficiency does not 
remain an immediate goal, still food self-sufficiency is undeniably 
the target and considered to be a desirable goal of public policy. 
An important incentive to better agriculture is, therefore, trace- 
able to the drive for national economic self-sufficiency especially 
in regard to food and raw materials without which balanced 
economic progress may not be feasible, nor even desirable for such 
■superficial progress would not retain its permanent character. 
Hence we must appreciate the importance of this factor from the 
national angle. From the narrower individualistic point of view, 
it may be considered that the farmers, too, undertake these ope- 
rations for reasons of attaining self-sufficiency for the simple 
reason that farming is, every day, getting more and more 
variegated and assuming a more and more complex character, 
being now comprised of sheep farming, stock breeding, and even 
tinning and canning, etc., etc. 

Tbs Profit Sloths. And, above all, the profit moths is the most 
important in all human activities undertaken under the regime of 
Capitalism. In the older communities, the profit modve was not so 
glaring as in the more advanced regions where peasantry docs make 
rather exact economic calculations, which are now possible, because 
of the statistical material available. In backward regions, econo- 
mic life being more integrated, the individual profit motive is 
overshadowed by the communal incentive to which greater 
importance attaches. Still it would be unwise to rule out the 
profit motive altogether. It only lies hidden and remains dormant, 
or assumes a communal form and a collective shape. It remains 
quite prominent and these days, a most pronounced one. Arising 
out of the institution of private property, which is legally 
sanctioned and protected, (thus creating a strong. desire to further 
these interests of individualistic sort), this motive is fairly well 
entrenched. With the establishment and recognition of the 
institution of private property, the profit motive further streng- 
thens. For there is a strong desire to have more and more of 
property. In the presence of strong individualism, prevailing all 
around, this motive gets more enforced than otherwise it could 
be. That is because of the fact that the gains out of one’s 
personal profits may divert to one’s own self and one’s family. 
As adverted to above, this motive is, however, weakest in backward 
societies, which have more closely knit and fused social Jiving. 
The individual likes to participate in the profits that he reaps 
and rejects the idea of having to part with them. When such 
taxation policies are followed as might slice away the profit 
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considerably, (with the result that the individual gets a very small 
share) tfus motive is also weakened Evidence of this fact * 
available in certain communities If properly used, this motive 
strengthens economic activity and provides a spur to n, as 
also furthers economic progress But if wrongly utilized, the motive 
may assume the form of social exploitation resulting subsequently 
in social antagonism and social upheaval That is why 
profits are limited and the State intervenes in the interests of the 
weaker section of the society and does not permit the profiteer to 
cross a certain limit It may be pointed out, however, that in the 
sphere of agriculture, very rarely is a stage reached when the 
profits cross the safe limits, that may happen only in Zamindan 
dominated societies, while in the case of smaller peasant farms 
the profits are not so high for the simple reason that th~ 
farming system there is usually of subsistence type, or at best 
family type 


ATTRACTIVES IN AGRICULTURE 

The place of attractives m agriculture is not to be under- 
emphasised. Attractives, as per our definition, are what induce 
an agriculturist to put in more and more work, and so become 
effective in increasing farm output They are, so to say, d signed 
or created incentives , and the farmers may respond to them by 
increasing their production In agriculture, the majority of the 
farmers being illiterate, these attractives may be exp-cted to play 
a more fruitful role than m other walks of life, for the shrewd 
industrialists or the clever trader may see through this game 
and refuse to actively respond to these forms of maneouvnng 
on the part of the State or the society Measures of fiscal and 
economic policy which may be grouped under the heading 
“attractives” may be of twin types, those of an immediate naturc- 
and those winch may bear fruit only in the long run The 
immediate attractives must not be misunderstood to bear results 
forthwith, for in agriculture, at least, it will certainly take some 
time for any efforts could bear fruit, considering the term that 
must elapse between the cultivation of a crop and its 
harvesung Hen<;e immediate is not to be confused with 
what is productive at once, these tmm dtate attractives 
may be understood as beanng results in the short run 
They assume various forms such as, tax exemptions, rent free 
land, reclamation facilities, and technical assistance The remote 
attractives, however, are such attractives as take some time to 
become effective Under the latter head may be grouped com- 
munity progress, market regulations and price stabilisation 
They are, however, important props of agricultural policy and 
have undoubtedly an influence on the agricultural condition* 
in the country but only in the long run In framing an agricul 
tural policy, special stress must needs be laid upon this distmc- 
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go far in roping the farmer and bringing him round to be of 
greater and greater use to the community and also be more 
productive Reclamation is not quite an easy job , it is an arduous 
task which an isolated farming community, ill-equipped and 
unacquainted with modern machinery, could not undertake so 
efficiently as the one fully armed with agricultural implements. 
Reclamation, m the light of this fact, could not be imaginably 
undertaken by individual farmers as such, quite ignorant as they 
may be of the modem methods and techniques of reclamation 
It would not be wrong, therefore, to emphasise and recognise the 
role that this attractrw is bound to play in enticing the farmers, 
who may otherwise not b- rop*d into undertake cultivation It 
may be noted, in passing, that his attractivs is of course more 
effective in regard to farmers who are ambitious, but without land, 
than thoae who are well settled on their lands 

Tax Exemptions A more effective means of attracting agricul- 
turists towards the same end is that of tax txtmptions Taxes may, 
in fact, become important tools In fiscal and economic policies. 
Taxes may deter or encourage certain investments A wise taxation 
policy may promote the welfare of the community and infuse in 
it a zeal for production A reactionary taxation policy 
will, on the other hand, damp economic initiative and even lead 
to a speedy deterioration of the productive efforts in the economy. 
It may be noted, without fear of contradiction, that taxation 
paltciei and practices arc likely to provide important economic 
incentives in the social sphere For the agriculturist, tn parti- 
cular, tax relief may be of immediate benefit, and may encourage 
him to adopt a course of action in which this could be 
reaped, for whatever is of immediate relief to him, will certainly 
interest him A man of limited means, who would jump at any 
opportunity given to him m this respect, is likely to benefit himself 
to the fullest in that respect It is a matter of common knowledge 
that in times of food crises and shortages, a usual tool 
of policy is the promise of tax exemptions in respect 
of certain food crops, which the State aims at getting 
cultivated and in resp'ct of which the State wants the production 
to be increased And the resulting increase in agricultural output 
is invariably very much inflated Thus have food shortages been 
conquered and shifts in agricultural productivity brought about 
The burden of taxation appears rather heavy to the agricul- 
turists, especially in view of his low income, and the univer- 
sality of the tax impositions of the taxes like land revenue, etc , 
on all agriculturists Thus unm-diate efforts may bring about 
the desired results Tax reliefs and exemptions are therefore 1m- 
portant attrmtms, generally sp-aking, and in the agricultural 
sector, particularly 

Cqmmutity Proff-m Commuiity progrsts is another attmtn n 
which stands midway between th; immediate and the remote ones. 
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'The farmer may be attracted to the idea of community progress, and 
-once impressed with it, may strive harder and harder in order to get 
the environment altered for the better. This appears to be the 
•impelling motive behind the Shram Dan movement (contribution 
-of voluntary labour) announced by Acharya Vinoba Bhave. 
The farmers work together free of any remuneration, in order to 
. get the rural environment as much improved as is possible for them 
to do. They build roads, dig out canals and drain marshes, all 
by their own voluntary labour in their spare time, just to tone 
up the rural life and better its surroundings. The environments 
have definitely been improved and the farmers have, to all intents 

• and purposes, worked with whole-hearted zeal, characteristic of 
missionaries. But this tempo of theirs cools down, if the ends 

• sought after are rather remote and not immediately realisable. 
To evoke their enthusiasm, therefore, the objective set before the 
peasant (who may not be so far-sighted as the industrialists and 
the traders may be) must not be set in the distant time ; but be 
possibly achievable in the short run. In the backward economies, 

• especially, the situation is not a little different. The peasant is 
ignorant and inherits a fatalistic outlook on life. He does not 
like to come out of the shell. With a vision, rather narrow and 

^suspicious, the peasantry are not far-sighted enough to appreciate 
the utility of long-term planning nor do they recognise any 
-values away from their homes and hearths or their immediate 
local environments. Hence this attract™, “community progress”, 
is of interest to the peasant especially in the backward regions 

• only in so far as the progress aimed at has an immediate local 
•bearing. In the advanced countries, however, where the peasant 

is rather enlightened, this object may also find an appeal even if 
it has some distant results promised and they are of a national 

• colour. Still, in these advanced communities, the peasant is rela- 
tively conservative (as compared with others) and, therefore, this 
particular attract ivi should be realisable in the short run and be 

-of regional value. In short, it may be conceded as an impor- 
tant weapon in the hands of the policy-makers. 


Pricf Stabilisation. Price stabilisation is another important plank 
-of State policy with reference to agriculture. It is not our object to 
unfold the intricacies of price policies followed by different States 
(that will be done at length in a later chapter), but simply to bring 
• out the bearing, price policies have, on the problem of. attractivss 
in agriculture. Price stabilization may have both immediate 
. and ultimate repercussions. Agricultural prices, if they are on 
the downward trend, may be stabilized, and this weapon 
itself would ensure the efficiency of the farmer-entrepreneur. 
Being assured of a good price, especially in times of economic 
.fluctuations, he will have a greater impetus to produce without 
-fear. Prices are fixed often both at the floor level and the 
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ceiling: one after leaving a fair margin for the agriculturist.. 
The cultivator is thus assured of his income, whatever the ruling 
market price may be, and thus he has no worry on that score 
This affords a strong impetus to him to go ahead with his 
cultivating operations unhesitatingly, and steer clear of all econo- 
mic disturbances The only difficulty that the administrator 
might encounter appears to be that of enforcing these twin levels, 
the floor and the ceiling ones Evasion of the price regulations 
may recur, as also leafages, therein Price stabilisation prob 
lems are thus not easy and have to be tackled at length. 
Suffice it to bring out the bearing of such policies on the rural 
economy In the wider rural sphere, the stabilisation of prices 
tends to have the effect of ironing out and minimising price ups 
and dotvns, which in turn have quick repercussions of an adverse 
nature Thus we may agree to stabilise pnees at a suitable 
level or, at both ends In the backward economies, in particular, 
it may be desirable to smoothen the transition in the economic 
sphere which is often marked by serious fluctuations— the pangs 
of progress In this period, at least, price stabilisation may be 
strongly advised In the modern economies, too, economic 
upheavals arising out of the prevalent speculative practices do 
reflect in the rural sphere, hence it is desirable to even out these 
disturbances, and also to provide a stimulus to the agriculturist 
by assuring him a fair return on his investment Price stabihsa 
tion, especially when these disturbances are frequent, in the- 
agncultural sector, is strongly indicated 

Marketing Policies Marhtirg facilities and regulations, jfnghtly 
enforced and correctly instituted, do have an important bearing 
on rural activity Undermost economic conditions, the marketing 
problem assumes a significant role, one which the peasant has to 
face boldly and one that he can solve only with difficulty In case 
he is lucky enough to find a ready market for his produce, it 
would go far to ease the situation and he would be attracted 
and impelled to improve agricultural productivity more readily 
than otherwise Suitable marketing provisions thus afford an 
attractive to the farmers who may be desirous of extending their 
operations If a good market, and therefore, a good price is assured 
to him, he will be filled with zeal In -a country' like England 
where standardization of market products has gone ahead, the 
peasant is not much worried about the sales aspect of his pro- 
duce This is how they have been able to get the agricul- 
tural operations extended , the revival of agriculture is due to 
the extension and perfection of marketing facilities m rural 
England Similarly, the procurement drive in certain parts or 
India did assist effectively m accelerating agricultural production 
and bringing the farmer nearer the urban markets, although 
through the machinery of the State That has raised the farming 
production Even the marketing facilities, strictly speaking, are 
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only a distinct attraction capable of yielding some concrete 
results, only in the long run; still the farmer’s outlook on life, may 
undergo a change if he is assured of a good return on his cro o. 
He need not chen feel so uncertain about getting the fruits of his 
labour. Hence the provision of marketing facilities will be a 
definite help to the farming operations. In underdeveloped and 
backward economies, in particular, the peasant stands to gain 
much out of the strict enforcement of marketing regulations, for 
he has, usually, to suffer several deductions, from what is due 
to him out of a certain bargain. He would, therefore, be much 
exhilarated when his full share is earned by him. Even in the 
advanced regions, the provision of marketing information to the 
peasant might assist him in rightly planning his crops. 

IDEALS OF AGRICULTURE 

More important than incentives and attractivcs are the ideals 
in agriculture. Life is not run on strictly rational and economic 
lines, especially in the farming communities; these societies are 
mostly governed by the force of custom and traditions. There 
is, for instance, the dictation of religion and social customs and 
conventions and, above all, certain abstract ideals. That is why, 
the patriotic feeling is so intense in agrarian regions. The rural 
folk, being simple people, lack that rational and analytic faculty, 
which might lead men away from idealistic ventures. They are 
steeped in idealism and often stake their all, just for the sake of 
fulfilment of certain ideals in life. Abstractly speaking, where 
agriculture is the predominant industry and life mainly rural, the 
agricultural pursuits are followed mostly out of a traditional mode 
of life, rather than because of economic calculations. That in 
itself is the reason why shifts in agriculture are fewer than they 
are in industry which is subject to greater change and a victim of 
economic disturbances. Ideal s^ or non-economic motives, persist in 
agriculture as nowhere else. This is not with reference to farming 
alone, but also to the wider range of rural operations, as for 
instance, dairying, where the ideal may not be sheer economic 
gains but the preservation and maintenance of cattle life, as 
interpreted in the religions and social spheres. Similarly the culti- 
vation of food crocs, in times of national emergency, may be regard- 
ed by the peasants more as a social obligation or a patriotic duty 
than only as a means to making profits. This need not convey the 
impression that the farmer is quite a Yogi, living in the stratosphere 
and not conversant with economic factors or cognizant of them. 
What is sought to be stressed here is that ideals or non-economic 
considerations dominate rural life more than the economic ones. 
Agricultural pursuits are mainly idealistic pursuits for the farmer. 

' Patriotism. The foremost ideal in rural life is that, of patriotism. 
In modern democratic institutions, the citizens are politically wide- 
awake, and political motive infiuences their lives to considerable 
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■extent It may be held, however, that politics has not p-rcolated 
to the countryside, especially m the backward regions But it 
may be pointed out that even though the political controversies 
may not have reached the peasants, still they are very patriotic, 
judging from then readiness to enlist in large numbers whenever 
a national emergency arises And then we must also appreciate 
the fact that the peasant is being dragged into the struggle for libera 
non and freedom, even m the backward economies and, therefore, 
political fervour fires him now as never before Thus patriotism 
is an ideal very strong with the man behind the plough and wise 
governments do exploit this ideal both for planning and for fighting 
national emergencies such as food and raw material shortages, 
knowing full well that the peasants respond to this very actively 
In nearly all the countries of the world the national defence forces 
are mainly recruited from the peasant another proof that the 
patriotic urge is the strongest in the rural communiues, whether 
the backward or the advanced types. In short, this urge is an 
•overb“aring tdal for the agriculturists and quite an effective one 
in rural life Full use, therefore, must be made of it 

R’hgton and Duty K'hgion and duty are the next in importance 
in the list of tdals of which may take note Many a rural cornmu 
mty is intensely religious, examples may be cited of India, France and 
Arabia It is well known that even in these countries where the 
hold of religion is weakening, n is in the rural communities that 
religion impels man to a strong sense of duty , the teach ngs of 
all religions boil down to the idea! of Duty No wonder then 
that the farmer feels that it is hts duty to handle his property 
so as to advance the social and religious interests Also, many are 
influenced in their dealings with their brethren by the ideals of 
right and wrong, established by the preachings of their religions 
Observance of religious holidays and festivals (often coinciding 
with the harvesting and cropping seasons) and devotion of some- 
time to self improvement and personal religious pursuits have an 
important place in the farmer’s routine of life But the strong 
sense of duty that all religious teachings inculcate tn men strongly 
influence those who are devout devotees to their religions, that 
they take to farming as a matter of duty and religious obligations 
■even if that does not pay them in monetary terms True, that 
caste and superstitions effectively bind people down to certain 
rigid forms of activity and pin the farmers to certain types of 
■social undertakings But the agricultural significance of the same 
need not be lost sight of Religion also breeds a sense of rotten 
fatalism in the peasant and, therefore, affects his ambitious pro- 
grammes It might also encase them in their shell All that is 
true, still religion has its bright side also, and when dealing with 
this strong social force, we must be cognizant of this asp-ct ol 
religious observances We may conclude by saying that it « ' 
•strong force which threads the rural life and may be used lor 
■wood or for evil, provided the planning authority does so 
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sense of emulation being a very sirong one. the peasant 
be read} to emulate the successful farmers. That is where the 
virt j ( ! _ of demonstration in the rural sphere lies. I n this context 
no differentiation need be made between the advanced and’ 
backward regions except in that, in the latter zones, there is a 
total eclipse of leadership and the right type of progressive leaders 
, } hesitant to settle in the rural areas. Proper steps should 
therefore, be to inculcate correct leadership. 5 

• in Prids in one's work is a very potent motive 

m all human activities. Psychologically speaking, discontent arises 
only when the correspondence between work and social instinct is 
lackmg. With a greater adjustment, between ambition and activitv 

the human mind becomes more active, and, therefore, more efficient’ 
Work is considerably more productive and consequently becomes" 
more fruitful. This correspondence between effort and output 
may be brought about through conscious devices, as in the case 
ot an educated person adapting himself to mechanical work or 
by means of one following the dictates of one's aptitude or bv 
working on lines of instinctive activity. 'While in the case of 
intelligent workers, this may not raise much of a problem for 
certain jobs may be reduced to routine (out of which the sense 
of pride may notissue forth), but in the case of ignorant farmers- 
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who air entrusted with the nation’s most basic industry, this 
factor accounts for much Without pride in the straghtness 
of his furrows, in the uprightness of com rows, in the cleanliness 
of his fields, in the high productivity of his crops, in the fine 
npp“arance of his cattle and in general upkeep of his farms, it 
may, well nigh, become impossible for him to infuse that zeal m 
his operations and that enthusiasm in his work which are so 
■essential for his successful farming An exceedingly wholesome 
motive, it not only gives a great p-rsonal satisfaction, but results 
also in increasing agricultural production, and what is more 
important, from the point of view of rural economy, it is very 
effective m maintaining the appearance of the countrystde We 
may point out, therefore, that the arduous and odd jobs in agri 
•culture and the strenuons work incidental to it, can only be 
made pleasant if those doing it feel an element of pride in their 
undertaking This is a factor very significant and of some 
urgency in planning rural life In the backward regions, 
especially, progress becomes impossible and all efforts at progress 
nullified, if pride m agricultural work is not enthused properly 


Ind p ndittct Closely akin to the above, is the element of indp n- 
J n.t inherent in agricultural undertakings These pursuits are 
usually considered to be rather independent , that is wny the farmers 
mostly belong to the peasant proprietor category who are 
characteris'd by an independent outlook on life Though depen- 
dent upon the freaks of nature, yet agriculture is undeniably an 
independent industry in the sense that the man behind the plough 
cares for none and is the master of all he surveys As argued 
above, all forms of industrial and commerc al activity emanate 
from the field of agriculture While the industrialist may feel 
the pinch of raw material shortages and thus be influenced by 
the complexion of their productivity, the agriculturist is m no 
way, so direly dependent on him Arguing in a similar fashion 
we may say that while the trader and the businessman depend 
upon agriculture, the farmer remains uninfluenced by commer- 
cial operations This is not to assert that there is a complete 
divorce between agricultural activity and other forms of human 
initiative, but the foregoing hypothesis merely stresses the fact 
of farming being more independent than all other callings 
Coming to the wider canvas of rural life, we discover that most 
of these activities have been, and still are, highly self sufficient 
That this self sufficiency has persisted through ages is another 
jproof of agriculture being independent of other occupations 
The independence of the rural communities has been, in no 
insignificant manner, responsible for cultivating among them a 
spirit of independence The conclusion that p'asants are 
idealistically inclined to be of a freedom loving character, seems to 
he irresistible It is very well known, and widely too, that the spirit 
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of independence is powerful enough to attract people to agricul- 
tural pursuits. 

Ease of Farming. Ease of farm undertakings is another impor- 
tant aspect of the same issue. The fanners are by reasons of 
•heredity, tied to the soil. A farmer’s son usually takes to his parental 
•calling, unless forced by circumstances, to adopt another line. The 
1 work he learns as an apprentice though not formally initiated 
into his job ; he learns it while a growing adolescent. There need 
be no special schooling for him excepting what he gathers while 
at his father’s farms: Nor does he require any special certificates 
.or diplomas or degrees to enable him to join the profession. He 
■does not need to undergo any special procedure before he can be 
installed in office. Easy it is to be a farmer if that has been the 
family line. This may also be conceived of as an ideal condition 
-obtaining only in agriculture, as distinguished from other 
pursuits. Another aspect of the problem, that invites our attention, 
is that the agricultural operations are not so dull or monotonous 
as the industrial or commercial routine is. fatigue being mainly 
a function of monotonous work, the farming labour is not so 
fatiguing as other jobs are. Even the odd jobs on the farms are 
interesting, creative and consistent with each other. This statement 
is unexceptional even in the backward communities. Whatever is 
creative is easy. To sum up, the fact of ease of these operations 
is an ideal condition in agriculture. 

Habit. Habit also plays a significant role in human affairs. 
Habit is- the substitute for conscious efforts. The very fact that 
things are done by force of habit is sufficient to make them an 
important part of life. Simply because one does not strain when 
doing farming odds, one continues to discharge one s duties in the 
same manner, year after year. This often continues long after the 
farmer has acquired a competence in his work. Habits should be 
progressive. If progressive, the peasant also becomes correspon- 
dingly more efficient. Usually farming by habit lags behind the 
■modern technique and may not come to the. mark. .The reason 
is simple though psychological ; the man with conscious motives 
would always be far ahead of one who work by habit. Admittedly, 
therefore, all those jobs, which can be discharged by habit, are 
more attractive than those requiring conscious efforts.. In the 
light of this, we may generalise that farming by habit may as 
well become an ideal for the agriculturist.. True, t ^e tempo of . 
agricultural progress slows down by habitual farming. Still ^ 
-the role of habit is pronounced. 

Joy and Leisure. Life would be very dull and dispirited if 
<devoid of leisure. Happiness is the goal of human living ; leisure 
s the means to that end. The reward of work is not output 
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but enjoyment It is really exhilarating to be able to take? 
some time off from the dull routine of life, for that lends a. 
charm to it. 


SUMMARY AND CONCLUSIONS 

Apparently economic motivation is of a limited character* 
but man does not live by economics alone In rural life, especially,, 
living is integrated Non-economic motives dominate the villager,, 
who is less burdened with the complexities of life than the 
townsman. Village life affords greater opportunities for enjoyment 
and leisure than the humdrum of city life. Many a businessman 
and industrialist retires to the country to spend tune m rest and 
leisure Farming is a mode of life, rather than a professional 
pursuit; and therefore less divorced from enjoyment and leisure- 
than parallel professions. We may, therefore, generalise that 
rural environment js more human and provides greater opportu- 
nities for leisure , this is an important consideration 
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It may be pertinent at this stage to stress the impor- 
tance of farming in modern society. The very fact that farming 
remains the principal occupation of more than two-thirds of the 
world’s population, is by itself quite a significant one. It is the 
fact that even though industrial advancement has proceeded at 
a very rapid rate, agriculture still remains an important occupa- 
tion for large number of people, has important lessons for the 
student. Even a casual observer will not fail to notice the 
revival of agriculture in several advanced countries. Greater 
and greater emphasis is being placed on rational agricultural 
policies, suitable to the requirements of different countries. 
Agricultural reconstruction received special impetus in the inter- 
national field by the establishment of the Food and Agricultural 
Organisation (F. A. O.) under the aegis of the U. N. O. In short, 
the crucial importance of agriculture, both in its national and 
international aspect is recognised. 

Food and Raw Material Aspect, For centuries man was consci- 
ously dependent upon food and his main occupation was to get 
food. It started first in root-grubbing and fruit-picking stages in 
the evolution of mankind, culminating in the present-day canning 
and tinning processes of the agricultural products. We may not be 
so conscious of our dependence of food, but the fact remains that 
we require at least three thousand calories for mere sustenance. 
Not food alone, but clothing too, is important for human existence. 
Food and clothing both have agricultural origins. Agriculture is, 
therefore, very vital to the existence man. It is easy to prove 
therefore, in the context of this analysis, the farmers come first. 
Still another necessary of life without which man may not be able 
to live, is sheltei. This is true, as much of the caveman as of his 
modern successor. And a very important material for the 
construction of houses, and for the provision of furniture is timber, 
which again is supplied from forests, which are included in the 
study of agriculture. Food, animal and vegetarian; clothing, 
silken, woollen and eotton ; and shelter, primitive or moder- 
nised, all are the products of agriculture, which remains 
the most important supplier of food, clothing and shelter. 
But agriculture goes further than. this. Mest of the raw materials; 

5 
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like jute, sugarcane, wheat, indigo and tea are farm products. 
Other raw materials, too, like cotton, fibres, wool, hides, etc , are 
supplied by the farms Agriculture, therefore, is the supplier of 
raw materials for most of the industrial nations, like Britain 
and Japan who in order to keep the factories running offer many 
concessions to the raw material producing countries m exchange for 
their products The raw material situation assumes an important 
place, when war begins and it is an accepted fact that she wins 
•who has the largest raw material supplies It is because of this 
that agricultural protection has been practised in the industrialised 
countries, they want to assure thems-hcs of regular raw 
material supplies Raw materials are as necessary as peace-time 
industries as for war-time operations Conceding this fact, v.e 
have to admit that farming, the source of raw material is equally 
important 

Trad and Commerce In the modern society, trade and com- 
merce have come to occupy an important place A greater sigm 
ficancc attaches to these tertiary pursuits These are again depen- 
dent upon agriculture A larger percentage of worlds carrying 
trade, demotes itself to the transport of foodstuffs m the raw mate- 
rials, all agricultural products Admitting for the sake of argu- 
ment, that a larger pan of world commerce is between advanced 
countries alone and that this far outweighs, the quantum of trade 
m the rest of the world, we should be conscious of the fact that we 
have, in this comprehensive analysis, completely ignored the 
domestic trading as it takes shape in the vanous regions 
Were we to take stock of the over-all position, we shall soon be 
convinced that agricultural products form the largest part of all 
exchanging The channels of war, trade and commerce, would 
surely run dry, tf agricultural products were excluded from 
marketing operations in the countrywide, at the urban le\el, in 
the regional and national exchanges, and above all in the world 
markets, timber, fisheries, meat, cereals or fibres, are what form the 
basis of trade and commerce of the world as a whole. 

Basis of Prosperity It may be stated then that farm prosperity 
is the basis of general prosperity Under certain circumstances, 
prosperity may really rise or fall with the ups and downs of agricul- 
ture The example of Pakistan may be cited If and when, crops 
are good and at the same time prices and demands for cereals, cotton 
and jute, strong, the Pakistan people in general are prosperous 
Similarly when the demands for their goods is neak and price 
low the whole s»t up of business, trade and commerce gets 
depressed and employment slack But this is not to say that 
agricultural conditions form the basis of general prosperity, 
generally speaking The cas- of an isolated country may be taken 
as exceptional We have still to prove that the world as a 
whol- will benefit if agriculture becomes prosperous The industrial 
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average farmer within his own means. Therefore, socialisation 
and co-operation have received an impetus in the field of 
agriculture. Organisational and structural changes have, there- 
fore, taken place in the sphere of agriculture, mainly due to the 
increased use of mechanised implements in modern farming. 

Commercialisation. Commercialisation of agriculture has been 
taking place in recent times on a scale larger than ever before. 
From subsistence farming commercialised farming is a step pregnant 
with far-reaching consequences in the economic sector. Under a 
subsistence system, the farmer is mainly concerned with producing 
the food and the foodstuffs. This aspect of production has the 
highest priority under primitive and mediaeval farming. Not that 
this means that other agricultural products were unknown or weie 
mot cultivated but that the quantum of their output in the pre- 
modern days was much lower than it is now. Apart from the fact 
■that agricultural products including foodstuff, these days are under- 
going increased processes and thus fast becoming commercia- 
lised, we find greater attention is being devoted to cropping fibres, 
wheat, indigo, eic., and to rearing silk-worms and sheep than ever 
before. Agricultural production has become commercialised in a 
very pronounced fashion. This fact becomes more glaring, when 
we take into consideration the economic and commercial calcu- 
lations which the modem farmers and the agricultural • planners 
make before launching on such enterprises. Admittedly, agricul- 
tural commercialisation has far-reaching implications and 
repercussions. 

THE F. A. O. 

We should note here the world trend in agriculture for that 
study would give us an insight into the working and place 
of agriculture in Modern Economy. At the top is the U.N O. or 
the United Nations Organisation which is interested in world 
progress and world peace. It has certain specialised agencies and 
the Food and Agricultural Organisation is the most important 
■one, entrusted with the work of rehabilitation, reconstruction 
and revitalisation of world agriculture. The organisation has 
been set up to find a practical solution to man’s most urgent 
and pressing problem, the food problem. Another fundamental 
fact that it seeks to tackle is the welfare of two-thirds of the world’s 
population, i.e. farmers, fishermen and foresters wno produce 
the world’s food resources. It now recognised that a larger 
population has always been undernourished and that a surplus 
of food has never been in existence, taking the world as whole. 
Also, it is a notorious fact that these farmers and fishermen are 
the most neglected people and most poverty-stricken, in fact, so 
distressed that most of them lead a sub-human existence. The 
.problem of improving their standard of living, . is coincidental 
with that of ■ increasing the food production and raising man’s 
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case of both surpluses and shortages and renders advice accord- 
ingly. It ensures that there is an equitable distribution of the 
foodstuffs at reasonable prices. Since 1949, its Committee on 
Commodity Problems tackles the jobs of food deficits and food 
surplus centres, to plan for the movement of these surpluses on 
special terms. It works with the United Nations Organisation 
through the Economic and Social Council and effects intimate 
collaboration with the Economic Commission for Europe, the 
Economic Commission for Asia and the Far East and the Economic 
Commission for Latin America. In short, the F. A. O. seek 
to achieve, “let there be bread,” its motto, by helping nations 
raise living standards of their people, improve their nutritional 
levels, making the production and distribution of all food and 
agricultural products better and more efficient, achieve the 
welfare of the rural people, and, above all, widen the employment 
opportunities for them. At the helm of affairs, is the Director- 
General, appointed by the conference ; he directs the work and 
is assisted by a stock of specialists and experts. 

Achievements. Examining the working of the F. A. O., we find 
that it has neither funds nor authority, nor even food nor fertilizers, 
nor machinery, nor staff nor laboratories. But it employs 
indirect means to secure its ends. It collects data on Food and 
Agriculture and publishes the same in its Statistical Year Books 
and other such compilation that it brings out. Secondly, it gives 
advice to member governments on the best ways of accelerating 
food production, improving its distribution and providing work 
for all. Experts may be sent to work with member governments. 
Special conferences may be convened to discuss specialised problems 
e.jj.. International Conference on Timber in 1947. Regional 
meetings may also be held. Or the Organisation may set up experi- 
mentation stations at certain important regional centres. Thirdly, 
it renders technical assistance to certain regions or countries which 
may stand in need of the same, e.g. the problem of child-feeding 
was studied by its experts in Greece in 1946, and a report and a 
plan for development submitted to the Government concerned. 
Studies may also be undertaken at the request of the governments 
or as voluntary' effort from the F. A. O. In short, the working 
of this Organisation covers a large canvas and relates to almost all 
the aspect of the peasants 1 life and nations’ agriculture. Problems 
are studied both at the international level and at the regional 
points so as to attack them in a very realistic manner. That 
is why the F. A. O. is responsible for having made a useful contri- 
bution to the world’s agricultural economy in recent years. A stock 
of goods, of outstanding varieties has been set up and out of this 
samples are distributed for experimental purposes and record kept 
of the productive performance of the same. Disease-resistant varie- 
ties, if discovered and found successful, in a particular region, are 
cultured there. There is then an international traffic in seeds and 
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plants which are being constantly exchanged Hybridization has 
also been undertaken at various research stations and the perfor- 
mance records of these hybrid varieties carefully watched The 
Permanent Forestry and forest Products Working Party, created 
in 1 9a 1, is tackling the problems of providing fuel wood for the 
regions in need of it, and expanding timber and dealing it with 
allied problems The Indo Pacific Fisheries Council was set up with 
the object of increasing the food supply from the sea, with special 
reference to this region , while the Mediterranean Fisheries Council 
is studying similar problems for that region Efficient vaccines to 
control cattle epidemics and diseases have been perfected and this 
knowledge is now shared by the T A O at ns regular meetings, 
tg m a recent meeting held at Nairobi The Nutrition Com 
nut tec worked out the problems of improving diet, while cattle 
breeders were brought together at Lucknow and statisticians are 
being trained at New Delhi, under the F A O 

Its Contribution The above rapid survey outlines, in brief, the 
manifold activities of this world organisation The fact is that the 
F A O contribution to the world of agriculture is quite significant 
Probably, this type of activity, which brings the woild s farmers 
■closer and in more intimate contact with each other may be potent 
enough to avert wars by impressing upon them the need for 
international amity, interdependence and co-opcration rood 
being the most basic and the most important of all the necessaries 
for man, any interdependence of nations in this sphere would 
assure the elimination of future warfare And once man realises 
the good of being properly fed and well nourished he would very 
much hesitate to go to war, especially when the experience of 
two global conflicts wnhin one generation has brought about 
starvation, an inevitable result of such diabolical undertakings. 
It is to be hoped, therefore, that the F A O will be a strong 
weapon to prevent future warfare, and ensure durable peace 
From the above account, it would also be clear that the F A O 
has an important constructive side to its activities and objectives 

WARS AND ACRfCLLTLRE 

In war time, too, agriculture assumes a very important role 
And since wars are as normal as other human activities, it may 
be instructive to assess the role of agriculture during periods of 
war Agriculture is so essential a base for the “ordinary business 
of man , and it is still more important for the successful opera 
tion of hostilities. In the absence of a strong defence force, no 
wars could be fought, and it is from the ranks of the farmers 
that the armed forces are recruited The peasantry provides the 
best and the most zealous soldiers to guard the interests of the 
nation Thus basically true, agriculture is quite essential even 
for the continuation, and successful termination of hostilities 
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Increased Demand for Food and Ran* Materials. This significant 
role is made still more significant by the fact that even 

-for the operation of the war, it is necessary to have 

.sufficient stocks of raw materials, and what is most important, 
food. Turning our attention to the latter first, we find that 
without food a belligerent nation may not be able to fight to a 
finish. Not only must the soldiers be assured of sufficient and 
■continuous supplies of food, but also the civilians get food in 
order that they are not demoralized but are able to hold out. 
Modern Warfare is total waifare and everybody must be able to 
make his contribution to the national war effort. The Nation’s 
morale must not be permitted to be shattered at any cost. 
It is pointed out that during state of war, the nation must 
have ample supplies of food, not only to meet the usual needs, as 
calculated at the normal rate, but also the emergent requirements, 
e.g., in case the enemy is able to destroy its foodstuffs. 

The need for over-surplus stocks can hardly be over-emphasised. 

Mere food self-sufficiency may not be enough for the allies may 
also be dependent upon each other. And the food reserves may 
have to be shared; these reserves must be expansive enough to 
meet extraordinary requirements. Hence a sound food economy 
is not only an important pre-requisite to peace and planning, but 
also essential in times of total warfare, and other similar national 
disasters. It was a successful food blockade that brought Germany 
and the Axis powers to their knees. Again it was due to a similar 
crisis that there was a Coup d’ ctat in China. Food is verily an 
important factor in national and international relations and 
politics. A similar situation may be said to persist in the matter 
of other agricultural problems svhich serve as important raw 
materials for warfare. Jute, cotton, wheat, timber, rubber and 
other raw materials are examples. Truly has it been said that 
rubber and timber are determinants of a good system of trans- 
port in times of war. To the argument that synthetic projects 
have come in vogue and that this has considerably lessened the 
importance of the natural raw materials, it may be pointed out 
here that synthesisation has its limits and cannot be described as 
a cheap familiar process. That is why the natural grown 
products are still preferred to the synthetic ones. And even in 
the preparation of these synthetics, what we require as raw 
materials are natural products, though of some other variety; 
rayons could hardly be expected to substitute in toto, the cotton 
and silk textiles while synthetic rubber could not be cheaply 
produced. Inevitably, therefore, are we driven to the conclusion 
that raw materials are indispensable. 

Stockpiling and Agriculture. Even before the war starts, stock- 
piling begins. We have had recent evidence of it in the case of the 
.Korean War when the Americans began to accumulate the stocks 
of raw materials as they expected the war to prolong. Stock piling 
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is usually tn respect of the agricultural products The reason is. 
that the supply position in regard to these is rather rigid and 
inelastic At a tune of war mongering, a scramble for agricultural 
products starts This may have sometimes a toning influence on 
the agricultural activity and a stimulating effect on rural condi 
tions One is reminded of the recovery which started ofT, in 1936-37, 
as a result of re-armament activity, leading to stock piling by the 
Axis Powers Similarly the post war recession in agricultural prices 
was arrested by the American bid for raw materials It is 
necessary to accumulate and to pile up these products in antici 
pation of a threatened outbreak of hostilities or under war scare, 
because it always takes time to complete the cycle of agricultural 
production Such a time lag does not necessarily exist in the 
case of manufactured products whose production u very much 
controlled Agriculture thus assumes a newer importance in 
this context Essential it becomes to have agricultural supplies 
to serve as a feeder for manufacturing goods which may be 
indirectly demanded even before the country takes measures to 
defend itself against the external aggression Looked at from 
this angle agriculture proves to be the very foundation stone of" 
national defence strategy This is because of us peculiar character 
of Inelastic supply, seasonal nature, inherent time lag and greater 
requirements in respect of land and other natural agents of 
production Whatever the reason for thts state of affairs it must 
be conceded that even during preparations for war, agriculture 
remains supreme and cannot be neglected excepting at a high 
cost 

I Van and After When actual warfare goes apace the Allies 
pool together their agricultural resources They estimate the pro- 
ductive potential in respect of raw materials and food and pool these 
resources in order to re-distribute and re-allot them according to 
the war needs This is not to say that the industrial goods arc 
put at a discount and are not taken into consideration when 
calculating the war requirements of the bell gerents but the point 
that needs be emphasised is that the position in regard to raw 
materials has to be reviewed oftener because of their significant 
role m the supply of munitions Modern warfare being total 
warfare, shortages m one sector reflect adversely on all other 
sectors The strength of the chain being its weakest link, the 
warring nations are judged by their weaker associates Weakness 
m this respect means shortages m relation to the supply situation 
During the last war, too, the allies set up regional supply bases, 
in order to strengthen the different theatres oi war The 
pooling of agricultural resources does not end with the signing of 
peace, but tn fact takes a newer turn with a reinvigorated colour 
during the times of postwar rehabilitation and oemobih ation 
Their resources are now pooled afresh in order that the food and 
other similar shortages may be combated and the switch-over 
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from a war economy to peace conditions smoothly effected. As 
adverted to above, the F. A. O. takes annual stock of the world’s 
food production and proceeds with the allotment of quotas in 
respect of wheat and other cereals to various suffering nations. 
For effective planning, too, this pooling is considered essential. We 
can assert that after surveying the role that agriculture plays in 
peace, planning or war, and the place that farming occupies, even 
in the present industrialised economies of the world, can hardly 
be over-emphasised. All-round recognition has been accorded to 
the fact that agricultural resources do have an effective say in 
moulding both the national and the world economies. Wars are 
more less inevitable and cause huge waste of agricultural produc- 
tivity, by the scorched earth policy followed by the retreating forces 
and the damage wrought by the advancing armies. Advisable it 
is, therefore, that agricultural production be carefully planned in 
advance, in order to provide a protection against all emergencies 
foreseen or unforeseen. 

Rural Mwmtnts This survey would remain incomplete if we 
did not refer to the rural movements so widely prevalent in the West, 
In the U. S. A., particularly, large number of people have 
been moving towards the countryside in search of work which they 
could not get in the urban areas. This is one aspect of these move- 
ments. The other one is that nearly in all the other countries, greater 
attention, is being paid to improving and beautifying the countryside. 
This is in order to attract larger number of people to settle down 
in the rural regions and to relieve the congestion in the cities. 
This is the second aspect of the problem. Town life, especially 
' in the West, has become not a little too competitive and rather 
; hard, hence most people prefer to settle down on a piece of land 
; rather than wander about in search of food and work. Mere 

- possession of farm land assures them at least a place to stay (that 
may not be available in the city slums) and a morsel of food for 
themselves and their dependants. These “squatters”, as they 

- are called, have created a problem in the industrialised regions and 
. this problem cannot be dismissed as being of no importance. 

Regarding the other section, who move to the countryside in 
. search of ' peace and solitude, we may point out that these do-wells 
are quite a significant section, not because of their numbers but 
because of their influence over the administration and their ability 
to get the countryside improved. As a result of both these streams- 
of people flowing into the rural 'areas, the attention of the adminis- 
‘1 trator and the planner is rivetted to the countryside, increasingly,. 

for obvious reasons. Still another aspect of the same movement 
\ is the land hunger which is growing intenser among the farmers. 
Great numbers of them are anxious to own land both in the 
advanced and backward countries. Land is in great demand 
?, where it is scarce, simply because it is a source of livelihood. China 
^ and India are outstanding examples. In these countries the 
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emplo>ment opportunities are few, especially for those inhabiting 
the rural regions Pressure of population is growing Fragment^ 
tion and sub-division of holdings is rapidly shrinking the size of 
the farming unit Tenants are multiplying m numbers Conse- 
quently land carries with it a certain amount of prestige and 
social standing and, therefore, there is a competitive and keen 
demand for it On the other hand, the pice of reclamation or 
addition to the existing amount of land is painfully slow Thu 
is what is responsible for intensifying land hunger among the 
rural people It is notorious that in India there is an in 
satiable hunger for land among the hard pressed, illiterate and 
poverty-stucken rural masses Similarly even in the West, land 
hunger is now coming to the fore Instances are not want ng when 
tenants have offered to pay more than they could really afford 
for a certain piece of land This was due to expectation that 
l and values would rise, or because of speculative forces operat 
mg on land Another factor has been the trend in the 
sphere of industrialisation Nascent industries have preferred to 
settle down in the countryside Dispersal of industry has been 
encouraged by the State also on strategic grounds Therefore a 
spurt of land prices Stress on the provision of more recrea- 
tional facilities has provided an impetus to the demand for land 
In the light of all these considerations, there is an accentuated 
demand for land 

Conscious Countrymen Added to the above is the factor of 
growing conciousness among the country people The farmers in 
all the countries are no longer as ignorant, as superstitious or a 
conservative as they were some time back They are now politically 
awake and socially conscious of their rights and privileges This 
is an important aspect of the rural movement because the 
farmer today would no longer accept, in a passive manner, what 
may be determined for him by the powers that be He refuses 
to be only a spectator to the political and social forces around 
Jhim He is not so easily influenced either by the agitator or 
by the administrator Having been brought up in an indepen 
dent atmosphere and having had close contact with mother 
Nature, the modern farmer is less likely to be mentally unbalanced 
than his city compatriot With a traditional sense of confidence 
that he has enough to eat and a place to sleep, he (while sticking 
to his profession), plays an increasingly important role in national 
affairs. Country life provides an opportunity to meditate, and 
therefore, a chance to determine a philosophy It teaches respon 
sibdity and *o bed fence to nature and laws of life Hence this 
aspect of rural movements gains a very significant place in 
modern world economy andean be properly weighed, for it studies 
non economic aspects of the peasant s attitude. Talking of non- 
economic facts we find that those reared on a farm are among 
•the most reluctant to change Usually characterized by lack of 
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social contacts, and a fear of the unbm,m , 
stay put. Isolation from other kinds of S* if® fai ? ers tend to- 
tied to the occupation of fanning. \} 50 mentaHner^ mentall 7 
of the peasant-boy; he farms becLse he h a £ r gCtS hoId 
peasant saturated with an indenondenZ r • • Four thlv, a 
bossed. Lastly, having been d brought Spmt r£S( : nts h ^g 
environments he dreams nc"v asSons P T?„ s ? r,ain *Wic3 
farming and are enormously proud of the same ,ntlen "t 

may be safe to sav that one gets started nn <1™ u • sum U P> it 
much capital or training of preparado,? Tff wi *°™ 

influences the farmer’s attitude and relate £Sr lntimatel y 
consciousness of being tillers of the soil- that ; c \ l °,- their 
remain farmers. ' aat ls why farmers 

Extension Movements. Another imnnr t ,nr„ 
be said to have originated recently is the ExtensSn^f 1131 “ ar 
Having recognised the importance of agricuWin ", M .° v f me 
structure, progressive states have initiated ™ an Indu strial 

agriculture. Spreading out from the U S A .?? n,s t0 modernise 
enveloped several countries. Suffice iV'.o ^ fiT”' has 
at bringing the farmer in closer contact with the march - a,rns 
in regard to better farming and bnter l vL^ • ° f science 

sphere. The experts are sent even ,o faSuig places" ,; hC , f, ural 
him on the latest that science has to offer 1 ta,t to 

been a success being over all in its operation V ^ 
thus corrected and brought into its r,™™ Iila o e hfe is being 
modern society. In simpler societies, fhe extSTT vi>a ‘ vit 
must needs be wider and broader in action Programme 

is co-operative. In short, it nmovaS and i^ b , 3^ here k 
putting them on a sounder and a firmer basis pe£ f antI T 

and systematic approach to rural problem^ 1 ^ a planned 

CONCLUSION 

A few concluding observations are in order her,, v 
the above analysis of world agricultural economy, we find tha”? 
though the move towards industrialisation is rapid and bS 
sonsciously planned, agriculture still retains its important S 
Industrial countries are reviving agriculture while the agricul’ 
“U»l. economies are revitalising their rural structure 8 The* 
.vorking of theF.A.O. was examined as a world vvl !'« hc 
o put ^culture on a sounder And a firmer basis. The rmal 
novements reveal a very high degree nf + . rurai 

ibetted by enlightened states to raise the standards oHiying “and 
o widen their outlook. In this age of rapid scientific promts 
ve could not have afforded to ignore the study of the consequfncJ 
,f Prosperity and progress on agriculture, if only to gauge the 
mpact of all-round development on it. Modern ecfno£ L 
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■getting more and more closely knit and better integrated than 
•ever before, for the march towards “one world” is rapid, both m 
the political and the economic spheres This is also an essen- 
tial pre-requisite to surer and steadier peace The irresistible 
conclusion appears to be that in modern society agriculture is 
re-discovering its honoured place, through the interplay of several 
forces This statement should not be taken to imply that national 
economies have a less important role to play, in the next chapter 
-we assess the place of agriculture in national economic system 
.and examine national agriculture in its variegated aspects 
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NATION AND THE WORLD 

In the world polity, Nation is an important constituent. 
"Without setting out to define the terms “nation” and “state” 
from academic angle, we may concede that the nation is homo- 
geneous group with a common mode of living, and an accepted 
ideal. In the last chapter, we examined the place of agriculture 
.in the world economy, and tried to assess its position therein. In 
this chapter we appreciate the situation from the national angle. 
The world is after all composed of nations, though through inter- 
national agencies the super-national interests do find an important 
place in national policies. The fact that in the event of a 
•conflict between the national and the international interests, it is 
the former that are recognised and the national policies supervene 
•over the directive from the international agencies, suggests that 
the time is not yet ripe for the world forces to gather so much 
momentum and become so powerful as to sweep away before 
them all narrow national vested interests. One world is not yet : 
it is only an ideal far-off, looming in the distant horizon. It is 
proper, therefore, to take stock of the situation even in this 
theoreucal dissertation. From the purely national point of view, 
It will benefit us in that it will provide us with an insight into 
the working and the problems that face agriculture. 

Bachvard and Advanced Economies. Crudely speaking, the world 
may be divided into two regions, the backward and the advanced 
•economies. The under-developed regions have problems of a typical 
■character. Still, their important role has to be recognised, if only 
because of the fact that both in area and population, these regions 
far outweigh the advanced ones. Most of the progressive countries 
are industrialised, while all the underdeveloped regions are predomi- 
nantly rural. This also accounts for the comparative importance 
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that attaches to the analysis of the backward economies in any 
discuss on of agricultural economics The economic outlook m 
the underdeveloped regions is a primitive one It is not our 
purpose here to study the detailed structure and nature of a 
primitive economy Still the broad features may be noted From 
the agricultural point of view, farming is on a subsistence basis 
Anthropologists tell us that that most Indian tribes do not make* 
any conscious effort at farming they depend upon the bounty 
of nature to provide them with food and fuel Probably, u is- 
because of the luxuriant and “natural environment that has- 
been responsible for that outlook of theirs Agriculture, as under- 
stood in the modern economic parlance, does not thrive among 
these people The problems of Agricultural Economics do not 
arise In the light of these facts we may ignore these economies 
in this analysis, for they do have not any agricultural problems, 
in the modern sense, nor have their economic problems any 
significance m the dailj parlance This analysis precludes them 

Ufidrdv loped Rtg/onr By the term “underdeveloped” regions, 
we refer to those regions which make conscious efforts at cultivation 
undertaken by their people Among such countries may be included 
the South East Asian regions and the Middle Eastern economies 
which are predominantly agricultural and have the usual features- 
of that economic structure Motives and incentives have their 
economic significance, while economic activity, as commonly 
understood, has a place of prominence There are, however, 
certain distinctive traits Instead of competition, custom prevails 
largeiv m the agricultural regions Instead of all transactions- 
taking place through the medium of money, it is a barter economy 
Again the social structure is characterised by caste and other 
similar considerations Also noticeable is the abundantly rural 
character of these communities And lastly, agriculture is still 
mainly a mode of living rather than an economic undertaking for 
the purpose of making a profit Mainly on a subsistence scale, 
farming s neither modernised nor mechanised Consequently, 
productivity is usually low and earnings very meagre Economic 
incentives, though they may operate, are quite impotent of any 
remarkable achievement The farmer liv es in his shell, refusing to 
step out except when compelled by strong and pow rful attractives, 
provided by the state or the planning authority. 

Transition#’ Economies Between these underdeveloped and the 
advanced economies stand regions that are m the transitional stage: 
of economic development These countries, amongst which India, 
occupies an important place, have economic issues of a very typically 
distmctiv e character They are not so backward as to be labelled “under 
developed* , nor are they so industrialised as to be considered ‘advanced 1 
Predominantly still agrarian, they are on the road to industriali- 
sation and balanced economic structure. Their people hav e attracted 
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understanding among the nations of the world, because of realisation 
that any country might any day stand m need of imported 
food International dependence has therefore, been firmly founded 
So strong have the foundations been that in spite of the cold war 
getting hotter and hotter, open warfare has remained only a 
remote possibility With the extension of this type of interdepen- 
dence in other spheres, it may be expected that the foundations 
of durable peace may be permanently laid International co-opera 
tion does originate from the sphere of food and agriculture Self 
sufficiency only remains an ideal for most of the nations of the 
world We can very well imagine that even m other spheres of 
agricultural production, nations are dependent upon one another 
Suffice it to stress that agriculture provides a base for international 
amity and understanding 


Scientific Progress and Agriculture Agricultural progress is mainly 
scientific progress Scientific progress is not isolated The funda- 
mentals of science could hardly be locked up within the boundaries 
of a single country Agricultural progress, a type of scientific prog 
ress therefore, knows no national boundaries Admittedly, national 
agricultural progress that may be the result or world progrcs in the 
field of agriculture, m turn, depends on the operation of the world 
forces m the technical sector Agriculture being the keystone of 
general economic prosperity (taking the world as a whole), farmers 
welf being is the bedrock on which to build the superstructure of 
higher national standard of living A nation which marches ahead 
insolation ends by remaining very backward, or at best by pro- 
gressing m a very lopsided fashion In the agricultural sector, in 
Srucular, availability or otherwise of certain factors, alone, may 
S poteni enough to limit the field of experimentation The 
SolKion and hybridization of certain new varieties of seeds may 
he ruled out if only national resources and efforts are to be 
depended upon Technical progress m the field of agriculture is 
international 

Shtnm hmMl' Knowledge has to be pooled and cons- 
tantly shared, before even testing it in the various fields of human 
“I It may be a far cry to world prosperity if we were to 
depend upon purely national enterprises in this matter That u 
the F A O ts making serious efforts at pooling all the available 
h L, fir knowled-e in the realm of agriculture and disseminating 
scientific countries A nation’s function is 

the same among he vajious county ^ ^ ^ 

only to stimula ^ other natlons at the international 

scientific tnformatio ’ a ^ ltur al prosperity both at the national 
international levels This establishes a linkage between the 
“"rid and the national forces and also emphasises the fact that 
isolated rationa^progiess ,s not possible of achievement 
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NATIONAL POLICIES 

National agricultural policies are more important from the 
point of view of this disrestation. National priorities in the field of 
planning need be examined. A study of the important factors in the 
evolution of national agriculture is indispensable to the study of rural 
economics, applied or theoretical. National policies are conditioned 
by some fundamental considerations as also some emergency 
factors, arising out of certain situations. An appreciation of the 
role of these in any system of national agriculture will repay 
study. A detailed examination of some of the more important 
and more universal issues will go far to enlighten us about the 
more relevant points raised in a study of this type. Our inquiry 
must, however, be limited to an examination of the more widely 
prevalent questions in a national system of agriculture. Questions 
of local and transitory significance will be precluded from our 
purview. In regard to priorities, too, we shall address ourselves 
to the more accepted ones and not bother about the topical, 
local and circumstantial issues. Policies are constantly influenced 
by certain targets in regard to priorities. Unwise, it would 
be to group together these simply because of the interrelation 
between them Preferences in the field of planning, with special 
reference to agriculture, are fixed in view of certain national 
considerations. That means that most of them have only a 
local relevance. .Still, there are quite a few accepted principles 
according to which national policies may be carved out. It is 
for this reason that a detailed study of agricultural policies and 
•priorities is complementary. 

Economic: Self-sufficiency Foremost among the national policies 
as the target of economic seJf-stifficiuzj, and especially the emphasis laid 
on the realisation of food self-sufficiency. Economic self-sufficiency 
may be difficult of achievement but food must needs be assured to 
every citizen. Industrial potential and the agricultural resources 
may be at the exhaustion point already, as the case of the 
“advanced” nations bears out, or they may be in the very initial 
stages of exploitation, but without food for all, the other targets 
may not be possibly realised even in the distant date. Economic 
inefficiency may consequently grow among the semi-starved or 
the emaciated labour force, if they do not get the proper nourish- 
ment or are not assured of .it. In order to mobilize the fullest 
economic effort, food insurance for a growing economy is the 
first pre-requisite. A good and overfull provision of food may 
indeed pave the way for economic self-sufficiency in view of the 
.above argument. A well-nourished labour force is at once an 
asset and a credit to the nation. The above analysis need not 
■be interpreted to imply that food self-sufficiency must be achieved 
at all costs, and all the national resources geared to that end but 
-only to impress upon the reader the superlative importance of the 
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understanding among the nations of the world, because of realisation 
that any country might any day stand in need of imported 
food International dependence has therefore, been firmly founded 
So strong have the foundations been that in spite of the cold war 
Eetung hotter and hotter, open warfare has remained only a 
femote possibility With the extension of this type of interdepen 
dence m other spheres, it may be expected that the foundations 
of durable peace may be permanently laid International co-opeia 
tion does originate from the sphere of food and agriculture Self 
sufficiency only remains an ideal for most of the nations of the 
world We can very well imagine that even in other spheres of 
agricultural production, nations are dependent upon one another 
Suffice it to stress that agriculture provides abase for international 
amity and understanding 
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NATIONAL POLICIES 

National agricultural policies are more important from the 
point of view of this disrestation. National priorities in the field of 
planning need be examined. A study of the important factors in the 
evolution of national agriculture is indispensable to the study of rural 
•economics, applied or theoretical. National policies are conditioned 
by some fundamental considerations as also some emergency 
factors, arising out of certain situations. An appreciation of the 
role of these in any system of national agriculture will repay 
study. A detailed examination of some of the more important 
and more universal issues will go far to enlighten us about the 
more relevant points raised in a study of this type. Our inquiry 
must, however, be limited to an examination of the more widely 
prevalent questions in a national system of agriculture. Questions 
of local and transitory significance will be precluded from our 
purview. In regard to priorities, too, we shall address ourselves 
to the more accepted ones and not bother about the topical, 
local and circumstantial issues. Policies are constantly influenced 
by certain targets in regard to priorities. Unwise, it would 
be to group together these simply because of the interrelation 
between them Preferences in the field of planning, with special 
reference to agriculture, are fixed in view of certain national 
considerations. That means that most of them have only a 
local relevance. Still, there are quite a few accepted principles 
according to which national policies may be carved out. It is 
for this reason that a detailed study of agricultural policies and 
priorities is complementary. 

Economic Self-sufficiency Foremost among the national policies 
as the target of economic self-sufficiency , and especially the emphasis laid 
-on the realisation of food self-sufficiency. Economic self-sufficiency 
may be difficult of achievement but food must needs be assured to 
every citizen. Industrial potential and the agricultural resources 
may be at the exhaustion point already, as the case of the 
“advanced” nations bears out, or they may be in the very initial 
stages of exploitation, but without food for all, the other targets 
may not be possibly realised even in the distant date. Economic 
inefficiency may consequently grow among the semi-starved or 
the emaciated labour force, if they do not get the proper nourish- 
ment or are not assured of .it. In order to mobilize the fullest 
economic effort, food insurance for a growing economy is the 
first pre-requisite. A good and overfull provision of food may 
indeed pave the way for economic self-sufficiency in view of the 
•above argument. A well-nourished labour force is at once an 
asset and a credit to the nation. The above analysis need not 
be interpreted to imply that food self-sufficiency must be achieved 
.at all costs, and all the national resources geared to that end but 
only to impress upon the reader the superlative importance of the 
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food resources m the national economy The national policy- 
may, therefore, be directed to the fullest utilization of the 
present and potential resources m respect of food What is aimed 
at is the balancing of the food economy to the population of the 
country. It is not only through the food sector that we can 
achieve the above purpose but also through population planning 
that we can make the adjustment Following the thread of this 
argument we can detect a relationshipbetweenthegeneralagn- 
cuJtural policy and the food policy. A correct adjustment, having 
been achieved tn respect of food, the agricultural plans could 
proceed This has been the experience in certain countries which 
expenmen ted tn the realm of planning A solution of the food 
problem has enabled these nations to proceed ahead with their 
planning programmes 

Agricultural Prcgrtu General agricultural progress is the next 
priority in the system of economic planning For agricultural 
progress, the essential pre-requisite is the correct estimate of the 
land resources available to the nation after their utilisation for 
the purposes of food growing and provision This “surplus” land 
can now be diverted to the general agricultural purposes Even 
under unplanned economies, the natural and insunctive provi- 
sion among the populace is that of food That is why subsistence- 
farming usually is undertaken among the primitive and un- 
derdeveloped economies Hence, the general practice that appears 
to be prevalent both among the advanced and the backward 
regions, is the utilization of only “surplus” land for the general 
farming purposes, only after the elementary food needs have been 
fully met Food targets are the first and the foremost pnormes in 
any sy stem of national planning 

DrvtrsifuatiCfl and Control In the sphere of economic progress, 
too, agricultural needs receive a special consideration Agricultural 
produce is significantly regarded for integrated economic prosperity 
And economic self-sufficiency could hardly be said to have been 
achieved without agricultural self sufficiency. Agricultural raw 
materials are the base on which the industrial superstructure- 
could be built up In fact, as stated in an earlier chapter, the 
complexion of industry is mainly conditioned by the availability 
and supply of the raw materials Agricultural self sufficiency 
should not br when ro nopiy csvnpiese of every I }pe 

of agricultural products, but the fullest utilization of these 
resources consistent with national progress, and the needs therefor. 
It looks not a little absurd to expect that any country could afford 
to become totally self sufficient in respect of all the different 
varieties of agricultural products, for that is physically impossible 
in view of the diversity of agricultural production, and the limited 
physical and geographical factors available in a single country 
Our contention is that the agricultural bases must be as much 
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"broadened as is humanly possible, before launching ambitious 
plans of national progress. In the underdeveloped regions, the 
truth of this is quite evident, in view of the consideration that 
in these countries, the fullest use of the agricultural resources has 
not been made and the problem shifts its emphasis to this aspect 
of the question. That also is covered by the study of agricultural 
■economics. In the relatively advanced economies, the problems 
relate to the revival of agriculture. In what directions and of 
what types planning must proceed in the agricultural sphere is the 
issue before the state, and the planning auttiority. Some of the 
industrial activities are dependent on the imported stuff and thus 
-do not have a stable and enduring base on which to build up. 
Hence, the issue of sustaining these ‘‘dependent industries” by 
means of the provision of raw materials from the agricultural 
sector assumes a new importance. By a renovation of their rural 
-economies, these regions are provided against all emergencies, 
foreseen or unforeseen. That is why most European countries 
have, in the post-war period, undertaken a revival of agriculture. 
In short, agriculture must be strengthened before complete and 
over-all planning could be taken up in all seriousness. And eco- 
nomic self-sufficiency could hardly be envisaged without a fuller 
utilization of the existing agricultural resources in the country. 

BALANCED ECONOMY 

Self-sufficiency may be only a means to an end ; the end being 
■a “balanced economy”. A balanced economy is what may be 
described the recent fashion in economic policy-making. Self- 
.sufficiency may be possible only at a heavy cost, the cost being 
reckoned in terms of diversion of the economic resources into 
•channels, artificial and unconventional. This may also involve 
the authorities concerned in some sort of overhauling of the existent 
•economic structure into some new channels. The experience of 
European nations, striving for economic self-sufficiency in the inter- 
war period, is a pointer to the above fact. Hence, the only useful 
aspect of the concept of economic self-sufficiency is the facet of 
“balanced” economy. The balance in the economic structure is 
also to be striven for, for the simple reason that this insulates the 
economy against the evil repercussions of agricultural and trade 
fluctuations. The other consideration is the possibility of securing 
wider employment for the people, though it would be best to 
regard this as a separate design behind balancing the economic 
.structure. Diversification of economic activity so as to envelop 
and enlist all types of present and potential effort both on the 
part of the people and the experts, is another goal incidental to 
economic self-sufficiency. The term “self-sufficiency” is to be given 
.a. wider interpretation. 

Balance in Planning. Taking “balanced economy” first, we find 
-that this is the target at which all the economies aim. To achieve 
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balance in the economy, the states strive to adopt «e\cral measures 
In the advanced countries, it is usually agriculture that lags 
behind industry, and therefore^ a spurt is given to it in order to 
bring about the desired balance By balancing the economy is 
meant that the economic structure is so planned that none of 
the parts of the set up remain lopsided and that complete equi- 
librium is attained m respect of the distribution of resources and 
occupations so that in case of an emergency or crisis the econom> 
is able to bear the strain well and that the labour force is 
also able to get absorbed therein That is why the industrial 
countries lay a stress on the revival of agriculture and the 
retoning of the rural life The transitional economies, too, 
plan their economic life in such a manner that the balance is 
achieved That is why they emphasise the development of 
agriculture, for with the progress of agriculture in the several 
desired directions, the whole superstructure of the industrial actiu 
ties will remain well balanced The case of India may be cited 
greater emphasis is laid on the first Five Year Plan on the up. 
grading of the rural life In China, too, the stress is still on the 
reconstruction and moderntstuon oF her age-old and antiquated 
system of farming The place that agriculture occupies ip the 
transitional economies is fairly prominent In the underdeveloped 
systems, agriculture is m a state of chaos and has to be remodelled, 
before the industrial structure could be built up In the case of the 
South East Asian countries, which arc in a state of backwardness 
in the economic sphere, the emphasis is not so much on the 
building up of the industrial superstructure as on the renova 
tion of the farming system, at least that is so in the case of these 
economies in the initial stages of their development World expen 
ence in respect of planned economic development is that the first 
target in all planning is to bring about a balance in the economy , 
and further experience in this line has proved the super importance 
of the agricultural sector before the industrial base could be 
broadened And this holds true of the backward, transitional and 
the advanced systems equally well 

Agriculture and 'Employment Considerations of employ ment are 
also paramount in determining the place of agriculture in a system 
of national economy To agriculture is assigned an important 
place, because of the fact that it widens the scope of employment 
and also multiplies the employment opportunities As a complement 
to the industrial structure, agriculture offers jobs of an outdoor 
nature, which the former does not What is implied is that the 
rural life will afford jobs of all types, and to suit all mstes and apu 
tudes Irom the purely employment point of view, supplementing 
the national industries confer on the nation the benefit of widening 
the scope for employees, as also that of enlarging the canvas on which 
the labour force could work Job creation is assured and entirely 
new avenues of employment opened. This is no mean advantage. 
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both for the nation and the people. For an assured employment 
will go far not only to inspire confidence in the individual but also 
tend to stabilise the economy. In the regions which suffer from a 
greater pressure of population on land, the extent of under-employ- 
ment and unemployment in the rural sector is often high, with the 
result that the countryside is often seething with discontent. 
In order to combat it, the authorities have to take some measures 
to fight out the twin evils and maladies of under-employment 
and unemployment, otherwise this will lead to a rapid increase 
in the crime rate and end in disruption. Agriculture is, therefore, 
remodelled and reconstructed so as to provide more employment 
to the ruralites. The unwanted intermediaries are eliminated, 
or at least their exploitation ended. Co-operative farming is 
introduced in order that the benefits of modernisation and 
mechanisation couid be reaped by the humble and poor cultivators. 
In short, every method is tried to multiply the avenues of employ- 
ment and work, especially in the rural sector. From the above 
analysis, it would be evident that agriculture occupies a very 
important place in the national economic structure not only because 
the target is to bring about a balanced economic structure but also, 
in order to provide more employment. 

’Economic Diversification. Diversification of economic effort 
is still another point for the consideration of the policy-maker 
and the planner both in the industrial and the agricultural 
spheres. This is not to discount the benefits that specialisation 
confers on the economic system. But by diversification is implied 
the spreading out of the economic effort and enterprise into as 
many directions as is consistently possible with the special needs 
and requirements of the national economy. “Spreading out” in 
this context means locating the enterprises in widely scattered places 
so as to achieve locational balance, and also widening the scope of 
these enterprises in as many spheres as possible. Under a diversified 
economy, the country and its nationals do not merely concentrate on 
one type of activity, say industry or commerce or agriculture, but 
undertake all the three types. If the economic structure happens 
to be predominantly commercial and industrial the diversification 
drive will certainly lead to the over-emphasis being placed on the 
development of agriculture. But in case the economy is predomi- 
nant.}' agricultural, the emphasis will naturally shift to industrial 
development. On deeper analysis, we find that the nature and 
complexion of this industrial development is conditioned by the 
availability of the raw materials, for in the initial stages of indus- 
trialisation, no economy could afford to run industries for which the 
raw material may have to be imported, that step will unduly strain the 
foreign exchange resources, and even deplete them : foreign exchange 
is urgently required to be conserved for the import of machinery and 
other capital goods. This means that the shape of agriculture will 
change accordingly and to suit the needs of the nascent industries- 
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For the expansion of the economic activity m the backward regions 
we need a remodelling of the agricultural system The emphasis m 
this case, too, shifts once again to the rural structure Diversi- 
fication of economic activity, whether in the industrial or the 
agricultural communities, is only possible with the remodelling 
of agriculture 

Tbt Co-ordination Effut Modern opinion tends to regard the 
twin sectors of agriculture and industry as complementary and 
not exclusive It is not for the realisation of the objectives of 
balanced economy, fuller employment and diversification of econo- 
mic life alone, that the co-ordination of agriculture and industry are 
■desired, but for the Wider interests of national economy A proper 
integration of agriculture and industry would go far to benefit both 
-Agriculture, by supplying the raw matemls that industry needs and 
by giving proper food to the industrial labour force, aids the output 
of the manufacturer very efficiently and also reduces the costs of the 
productive process Incidentally, it also minimises the over 
dependence of the national industry on the foreign supplies, which 
may be cut off in times of warfare and other similar emergencies 
Thus the industry, built on the basis of the agricultural supplies 
from the indigenous stock, is more stable and durable in its 
structure than the one that has been set up on the expectation of 
foreign supplies and imports, which are liab’e to cease at any title, 
in the event of a rupture Industrialisation should be no longer 
a function of foreign policy and international relations Similarly 
industry must supply the machines required for the farming opera 
tions For an expanding economy, especially in the agricultural 
sector, more an^ more machines will be in demand for the cultivation 
processes Industry will have to shoulder the responsibility of supply 
mg these machines to the peasant so as to suit his requirement and also 
his pocket Agricultural implements industries are growing all over 
the world Mechanisation of agriculture haS come to stay, and the 
demand for such implements is mounting daily even in the backward 
and the transitional economies Implements manufacture alone will 
not do, more industries for the repair and the maintenance of 
these implements will have to be run in order that the implements 
remain useful and properly employed Hence, the contribution 
of industiy to the field of the agricultural activity is immense 
Both these forms of human activity are interrelated in yet another 
manner, too With the growing trend towards decentralisation 
and delocalisation of industry, the location of industry has also 
undergone a change of great significance to agriculture Industiy 
is now being rurahsed The trend towards ruralisation is due 
to high urban rents which have to be paid m the cities, 
and also because of the considerations of defence it is const 
dered more strategic to disperse industries It is not merely 
process of transplantation that is undertaken when dispersing 
industries to the rural areas but the fitting id of these industries 
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in the rural environment that assumes the first importance. The 
implication is that as a preparatory step to the delocalisation of 
industry, the rural areas must receive in larger quantities the 
benefits of extended communications and electrification, both of 
which will transform the vert' face of agriculture and influence 

• -considerably the very outlook of the peasant. As a result of the 
impact of the industrialisation growing in rural regions, the 
farmer will further broaden his vision, shed away his conser- 
vatism and take to a more progressive way of living. Also, agri- 

- culture may get more and more adapted to the needs of neighbouring 
industries and marketing problems ' not so complicated, for there 
will be a direct disposal of raw materials at the very godowns 
of the factor)’. Suffice it to say that this betrothal of agriculture 

. and industry will prove advantageous to both. 

Competitions and Control. All the modern economies are more or 
less controlled systems. The evils of free competition, which was one 
of the most important assumptions of the Classical School, having 
been recognised, all the efforts are now directed by the enlightened 
governments and welfare states to tone down the severity 
of the competitive society, and narrow the sphere of 
operation of competition. In older societies, custom prevailed, 
but with the growth of private capitalism and its extension to 
the industrial and commercial sectors, competition became the 

- order of the day and the accepted form ol economic transactions. 
True, prevalence of custom did result in the persistent exploitation 
of certain lower sections of the social set-up and the undue 
protection afforded to certain vested interests. But there was 
the bright side too, and that was the very great possibility of the 
public opinion turning against a certain custom and modifying 
and improving it to the advantage of the exploited ones. But 
under competition the only test is that of economic strength, 
or the state of free and unfettered competition cannot exist. The 

• economically weaker sections of the society have no protection 
afforded to them except by the state or such other authority, 
competent and empowered to do so. Hence, in the evolution of 
economic policy-making, the curbing of free competition found its 
place of prestige, and has now been recognised as one of the signi- 
ficant planks of social policy and practice. One of the important 

- constituents of welfare economics, control of competition has become 
an article of faith accepted by the planners and the administra- 
tors alike, in the interests of the general economy. Out of 

- competition was born “combination.” From the point of view 
of the individual, this was an evil worse than competition. For the 

. state too, combinations offered a channel of activity too formidable 
for them to efficiently and effectively control and administer. 
.Hence legislation was taken in hand to control and. handle the 
■“trusts” and such other forms of business organisation. It was 
-only when the evils, of competition began to sprout in the growth 
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and development of combines, pools, rings, monopolies, corners,, 
trusts and cartels, that even the freest of the countries, 
wedded to latsxez fatrt , started imposing some sort of 

control m this sphere USA was the first to enact the anti 
trust laws, having been compelled to do so on account of the 
growing power and influence of these combinations Once 
op-rative, the advantages of guiding controls and purposeful 
legislation in the sphere of business and economic activity were 
appreciated and won general applause and were soon put into 
operation in the more extensive fields of other types of economic 
activity Every economy in the world is more or less conforming 
to the practice of economic controls 

NATTONaL AORICLLTURE 

Having formed an elementary idea about the concepts of 
Control and competition, let us now divert our attention to their 
applicability m the sphere of national agriculture Essentially 
agricultural op*rations are not so competitive as the industrial 
ones are they are more or less complementary, or supplementary, 
as we shall notice later That is so because of the fact that there 
are strong soil differentiations and some of the soils are speci 
fically suited to the growing of certain crops and not others 
Again there are climatic limitation*, which make it impossible 
for an agriculturist to undertake a form of activity as his 
neighbour undertakes And then shifts in agriculture always take 
some time before their impact is visibly felt in the economy It 
may be correct to say that the keenness of competition is much 
less prominent in the realm of agriculture than in other spheres 
of economic activity Still, with the commercialisation of agn 
culture, a fair degree of competition has crept in the field of 
rural life That would also be an inevitable consequence of the 
increasing impact of industry on rural life Again, due to the 
fact that the scale of farming has enlarged, especially in the moie 
modernised countries, the evils of combination have also become 
more pronounced in the sphere of agriculture Estate farming 
is being practised in several countries, in India Zammdan was 
only recently abalished In short, the increasing intensity of 
competition in the rural sector results in the exploitation of the 
weaker elements, especially the tenant farmers, amongst whom 
competition for the acquisition of land for farming is the 
keenest, Or due to the keenness of competiuon in the 
productive sphere, the agriculturist suffers from a depressing of 
the farm prices and thus undergoes a loss he does not even 
earn remuneration sufficient to cover his ba -e costs Overproduc- 
tion may result and the glut in the market may follow as a 
result of this growing desire for capturing the market and the 
deification of the spirit of individual farming Prices of these 
perishable goods will naturally get depressed and the farmer 
stand to lose Hence it is that the enlightened governments launch 
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upon plans of stabilising the agricultural prices, both at the 
floor and the ceiling levels. Crop planning is also advised and 
often even enforced. Thus is brought about a regimentation of 
the farming activity and a regulation of the agricultural prac- 
tices and a control of the farming routines. The peasant farmer 
being the weakest link in the national economy, having the 
lowest staying power, the state endeavours to protect his interests 
as best as it can. Though from competition to control in the 
farming sphere is a far cry, yet the one inevitable consequence 
of unregulated and unfettered competition is the imposition of 
controls and the institution of peasant farming instead of estate 
farming which brings about exploitation in its train. 

Co-operation and Collectivisation . It may be pointed out in paren- 
thesis that the various forms of agricultural co-operation, too, aim at 
the elimination of competition as also reap the advantages of 
large-scale farming. We propose to deal with this subject at 
length later, but it may be appropriate to stress here the 
institutionalising effects of the co-operative spirit within the rural 
community. The protection of the weaker interests in these 
communities is an important effect of the prevalence of the 
co-operative movements. Setting out to eliminate the middleman, 
the movement ends by eliminating altogether, the evil of competition. 
In the same manner, the drive for the collectivisation in the sphere 
of agriculture, also by nationalising the farming units, is effective 
in controlling agricultural procedure and routine in a 
manner potent enough to overpower the evils of competition- 
We shall re-examine the whole question when we study' 
co-operation and collectivisation of Agriculture. Still it 
may not be inappropriate to point out here that the modem 
trend is not only' toward co-operation or collectivisation, but a 
system, which may best suit the needs of the agricultural struc- 
ture in a certain typical environment. In fact, what most States 
try to stimulate, is co-ordination and integration of agriculture 
in the general economy. We may name it “mixed economy”” 
although it may have elements of all the systems, right from 
co-operation to collectivisation. In short, the aim is to eliminate 
competition and also to lessen the severity of controls, or 
regimentation of activity. 

National Outlook. Coming to a description of national agriculture 
we may distinguish it both from the international system and 
individual farming. While, in our survey of world agriculture, we were 
mainly pre-occupied with the wider outlook from the international 
angle and re-counted several world forces which are sweeping 
agricultural economies to-day in national agriculture we shal 
assess the whole problem from the particularly national angle. 
Again, in the , survey of national agriculture, we shall not take 
into account as to how a peasant farmer, or a landlord, or 
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even a particular local rural community set out to solve their 
typically individual problems But we shall only take account 
-of the broader national interests and notice how they are sen, ed 
by these communities, or how these communal interests fit in 
with the national policies It may again be stressed that, m the 
world as it ts, the international outlook is mostly coloured by 
national movements and ideologies Even, the so-called inter 
national bodies merely reflect national policies and preferences 
'kgam wc must recognise the superior importance of nationalism 
m agriculture Even m the communist regime, though it is 
claimed, that the outlook is international, a deeper examination 
reveals, that the policies which are followed in practice arc 
intensely national It may be possibl- that after some time, the 
international outlook prevails Still we should not be oblivious 
of the fact that such could be the case only among the enlightened 
and the more educated and progressive sections of the world 
population The farmer is admittedly conservative, ignorant and 
superstitious To him, international considerations may appear 
to be remotely distant and thus superficial m shaping his preferences 
He remains intensely national 

Tie Concept Having stressed the importance of national 
considerations, in the realm of agriculture, we now seek to 
analyse what the national outlook means In the primitive 
economies, u may be sard the national outlook has not yet developed , 
it is the tribal or narrowly communal influence that counts In 
the find rdv lop d economies, though loyalties are broadening, still 
the village and the local considerations pervade the minds of 
men and strongly colour their actions Still some sort of 
nationalism starts creeping in their lives In the transitional 
■economies, however, planning is the order of the day In all 
Systems of planning with any type of priorities in force, the national 
outlook strengthens Planning is not for the interests of any 
particular group but is undertaken for the broader interests of the 
country Thus the national interests b*gin emerging strongly In 
the advanced countries, though international considerations start 
entering active politics, national interests and considerations are vet 
very predominant Looking at the same problem, from the 
political angle, wediscoverthatunder the democratic structure the elect 
ed Government, claiming to represent the interest of the people m ist 
of ess“nce cater to s-curing national welfare, howsoever international 
the outlook of the party in power be Trom the economic point 
of view, revitalising and rejuvenating the national economy are the 
twin objects that a welfare state sets out before itself Even in the 
-under develop- d countries, where an organis"d system of Government 
-exists, national priorities gam a more important place than merely 
tribal or narrowly communal interests of local type 

D fence Aspects Analysing further, we discover that among these 
.obj-ctives that of defence is the sup-rior most Th* top priority m 
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all democratic or other types of governments goes to the strategic 
interests. A country must defend itself against all types of external 
aggression, repeated efforts at the establishment or evolution of' 
international supranational bodies to stem or crush international 
aggression, have met with only partial success. It has been rather 
difficult even to ease the mounting tide of national tensions and 
overcome national rivalries. Defence, therefore, remains an active 
and important force in national policy making. The Gandhian 
ideal still remains only an ideal, which even the intensely Gandhite 
of India has found it difficult to practice to its logical conclusion 
Defence still occupies a place of privilege in the national policy. As 
argued above, agriculture is a very important source of strength 
to the defensive organisations, both from the direct and indirect 
points of view. Directly, rural communities supply soldiers to the 
defence forces, indirectly, they supply raw materials and food for 
the fighting front. Thus in national priorities, merely from the 
defence point of view, agriculture needs to be revitalised. 

Coming to the commercial view-point, we find that trade 
and tariffs have an important bearing on the economic conditions 
in a country. Recently, greater stress has been laid on fiscal 
policy in national planning. Fiscal policy is regarded both as a 
tool of creating more employment and as a weapon of regulating 
and canalising commercial relations. Certain transitional economies 
like those of Pakistan and Egypt, have to barter their surplus 
agriculture produce in exchange for the industrial products and 
the capital goods so necessary for national economy. Jute plays 
a very important part in Pakistan’s commerce, while the Egyptian 
economy functions mainly round the cotton surpluses. In 
the earlier days of Soviet planning, the socialists had to 
watch the barter terms of wheat against capital goods, and to keep a 
surplus of grain so that more capital goods could enter the country 
for the purposes of economic progress. Verily, therefore, agriculture 
does have an important bearing, through the channels of trade, on 
the balance of payments, which in turn, may influence the 
economic potential of the country and rate of planning progress. 
In the field of tariffs, too, sufficient attention needs be paid to 
agricultural situation in a country. Though agricultural tariffs 
are yet in their infancy, still with a view to encouraging the 
cultivation of certain commercial and food crops states have 
begun to reconstruct their tariff structure. Even in indus- 
trial countries, agricultural tariffs have come into vogue for 
the simple reason that agriculture need be revitalised. Therefore, 
we may rightly conclude, that the national system of agriculture, 
its nature and stage of development, very significantly colour the 
trade and tariff policies of governments, both backward and 
advanced. 

Total Output and Planning. Agriculture is an important activity 
from the planner’s point of view. The planner is concerned with raising 
the standard of living and, incidentally, with multiplying and maxi- 
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mising total output as consistent with national resources Total 
output means the sum total of both agricultural and industrial 
production It may be held that agricultural producuon may not 
lorm a very significant part of the total producuon and, therefore, 
treated not with the same consideration as here but « 
jnay be stressed that even when agricultural output forms a 
fractional part of total production, in a certain economic structure, 
it receives greater attention from the planner, because the one aim of 
all planning is to achieve a balance in the economy The planner, 
seeks to convert a lop-sided economic structure into a balanced 
one and, for this, he has to place a greater stress on the develop- 
ment of agriculture, when it« place is not one of prominence 
Therefore, in the light of arguments advanced in an earlier section 
of this chapter, agriculture receives greater attention from the 
planner in the industrialised countries In the backward and 
agrarian economies, agriculture is also the target of greater atten 
tion from the planning authority In these countries, the economy 
is rather backward and not so modernised Agriculture still 
retains its primitive character and the Planning Authority, therefore, 
seeks to divert it into modern channels, canalising the activities 
of the peasant into fresh avenues, relevant from the national 
point of view Therefore, in all cases, where the interests of plan- 
ning are involved, agriculture needs be either revived or revitalized 
From the total output point of view, too, agriculture if firmly 
^established provides a sound basis for permanent, expanded 
output at a maximum level 

SOCIETY AND THE INDIVIDUAL 

Narrowing our horizon we hnd that the national economy 
is too wide a concept for the farmer whose outlook still remains 
intensely local and strongly individualistic He is tied to the local 
environments and may not always be prepared to forego the local 
interest for the satisfaction of the broader national ones, excepting 
in cases of emergency or crisis The nation is made up of several 
communities and societies, and it may be proper to assess the place 
that the social organisation occupies in the nauonal set up, and 
the status of the individual therein The particular farming 
community is to be regarded as one compact unit, at least m those 
regions where the individualistic philosophy has not yet percolated 
to the countryside Even between the communal and the broadly 
national interests some divergence may be visible And it may 
be possible to perceive some sort of conflict between the two types 
of targets, the national and the communal But it may be rather 
irrelevant to the present discussion to labour this point unneces- 
sarily Suffice it to say, that the national policies, when framed 
by wise and considerate governments, do not ignore the 
local needs and requirements This is especially so under 
a system of democratic adult franchise, which secures the right 
nf vote to every adult and thus empowers him to nominate and 
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elect a representative to safeguard and watch the interest of that 
particular constituency. Therefore, it would be exaggerating and 
•clouding the whole issue if we were to unnecessarily stress the 
divergence and the conflict between the local and the national 
-view-points. We may content ourselves by saying that the local 
needs and wants are satisfied as far as possible in consonance 
with the national aspirations. With a greater stress on local self- 
government, and recently on decentralisation, the local bodies and 
therefore, the local communities, enjoy a greater amount of 
.autonomy than ever before. They are able to pursue independent 
policies within the national framework and conflicts seldom arise, 
•or assume any serious turn in view of well-defined spheres. 

Conflicts in Agriculture. Conflicts are, however, prominent between 
•national and the individual point of view. Complete regimentation 
has been devised in several countries and also practised, though at a 
cost to freedom and liberty enjoyed by the nation. These economies 
are accused of having secured complete mobilization of their 
national resources to the maximum possible within the 
.framework of the stage of their economic development, only at 
the sacrifice of the freedom-loving individual. It may again be 
pointed out that even where such totalitarian regimes do not 
exist, the individual does not enjoy completest of liberty 
-or unfettered freedom in respect of all his activities. That 
would only be possible in a system of anarchy, where the State 
has withered away. Even there, the sphere of individual activities 
as circumscribed by mutual considerations, but we need not delve 
•deep into these theoretical points, we need only emphasise that 
•divergence is pronounced between the national and individual 
interests'. The enlightened citizen may, however, be willing to 
sacrifice his narrowly selfish interests for the sake of a national 
-end. But the unenlightened may not be quite conscious 
•of these considerations and be absolutely unwilling to adopt 
this type of outlook. In the agricultural sphere, particularly, 
•the peasant rarely sees beyond his nose and remains relatively 
unimpressed by the wider social obligations that may be imposed 
upon him. This is not to say that he completely disregards, or 
-disobeys the directives from men in authority, he may not be 
•able to do so because of law. Still, within the liberty 

that he enjoys, he seeks to satisfy, in the first instance, the interests 
•of his family and dependents, secondly those of the locality or the 
neighbourhood, and then meet the national obligations. This 
also should not imply that the peasant is narrowly selfish, in fact 
he is very easily swept by sentiments, patriotic and national; 
and is even ready to lay his life for his motherland. But the 
fact is that ignorant, as he is, and far-off as he is from 
the humdrum of politics he remains relatively divorced from 
national policies. 

Total and Individual Output. Analysing, deeper, we may take up 
total output as composed of individual contributions, that the farmer 
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makes in his own way, and the sum total of the produce of all the- 
fanners, piled up to make the total output in a country While the- 
industrialists’ production may not have that bearing on total 
output in view of the fact that he produces only the final goods 
the farmers’ position is not a little different, m that he has ti 
produce both articles of direct consumption and those of indirect 
i onsumption, for the industrialist, etc Without stretching this 
point further, we may agree that the industrialist is being fed 
b) the farmer with a regular supply of raw material and other 
kindred goods for his plant and manufacturing system The 
farmer is the basic supplier, catering to the needs of the 
millions m respects more than one His decisions are, therefore of 
paramount importance from the national and economic points 
of view Especially in the field of production, these decision^ 
though regarded as minimal, go to influence the quantity and 
quality of national output It may be recognised that the 

fanner’s decisions can b> * influenced, by setting out certain attrac- 
tives, which we analysed in a preceding chapter The point at 
issue is that the individual farmer does not make an insignificant 
contribution to the total output, and therefore, the total national 
dividend, even when he is one of the millions This is not to 
presume that the decisions of all the fanners would be identically 
similar But, expecting normal behaviour from the peasantry, 
in the light of the socio-economic conditions prevailing in a 
country, we may be able to foresee and precalculate the pattern 
of their output, and assess its quality and quantity 

Prodiic/mtj and Distribution Maximum productivity by itself is 
not of very great import , there «hould also be a proper distribution 
m a system of organised economy Maximising the output, by itself, 
may not make the people prosperous , they may not be better off than 
before because this output remains stocked or piled up with certain 
individuals out to make profits at the cost of others In fact, raising 
th“ productivity index, without ensuring its proper distribution may 
lead to widespread frustration among the people, because they 
may think that even when they have laboured hard, they 
are not able tD reap the advantages of what they did Conflicting 
opinions are there, regarding the methods of ideal distribution , 
and it is out of place to tackle the problem of distribution here, 
\Ve may onlv take into consideration the fact that m agriculture, 
particularly, the peasant must be enabled to reap, to the fullest 
possible, the fruits of his labour Basically a family industry, 
originally run on subsistence lines, farming has only recently been 
commercialised and that, too, in order to earn more If then, 
the peasant is deprived of his rightful share in his oh n hard-earned 
income, he would get dispirited and may not put in as much 
labour as before True, when prices go down, the peasant may 
not work as hard as before But we should not confuse the issue 
of a share in output with that of the price level Even when prices 
fluctuate, the peasant aiming at a constant income, may 
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We are now in a position to understand the nature of enter* 
pnses in the rural sphere It may be stated, at the outset, that 
all these enterprises, through bearing upon agriculture m one 
manner or the other, are not directly related to farming operations. 
Some of these enterprises may be only re-creative in their character 
while others may be spare-time operations, undertaken to increase 
the income of the tiller There may be several influences 
operating in this field, of which the economic ones may not be 
the most important Agriculture being a mode of living, it is 
futile to expect that economic or commercial considerations 
alone would predominate this industry Calculations other than 
economic also influence the nature and scope of the industry. 
And although agriculture is the pivot of rural life, other under- 
takings of a non agricultural nature should not be lost sight of 

GENERAL CONSIDERATIONS 

After a study of national system of agriculture, in its various 
aspects, it is proper that we review the working of the rural commu- 
nities, who as yet hold their own in the national field and are 
able to make their presence felt Even in the most regimented 
economies and totalitarian regimes it becomes well nigh impossible 
for the state to ride rough shod over the interests of the farming 
human beings and rural communities howsoever weak and insigni- 
ficant they may be Therefore, the rural enterprises should merit our 
attention before we analyse the problems of farm management, 
organisation and operations, and assess the place the mdj 
vidual farmer occupies The farmer is strongly influenced 
by the locale and the community he lives in. Therefore, 
his actions and problems are not to a mean extent coloured by 
communal decisions, problems and enterprises That is why 
we seek to have a bird’s-eye view (in this chapter) of the various 
phases of rural activities, as set out against the larger canvas of 
agricultural operations and farm management Such a study 
will amply repay us as it will bring us closer to the rural environ- 
ment 

Geographical Influences Geographical 1 nfluences are quite signifi- 
cant m any system of farming, whether in the backward or m me 
advanced countries. In the first instance, we may interpret this 
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factor as bring locational. It is generally noticed that the distance 
from the market does influence rural operations to a very great extent. 
For example, perishable products must be produced near enough 
the market so that they can be marketed in good condition. 
True, that the refrigeration and storage facilities, as also improve- 
ments in transport, do help to disperse rural operations far and 
wide. But we may again point out that such improvements 
reach the peasants only after they have become sufficiently cheap 
■or that the city-zones or marketing centres have themselves reached 
near the villages. The bulk of different products, or what we 
may describe as the relation between -value and weighty has also a 
bearing on the marketing costs, and consequently, these twin 
factors determine the location of their cultivation. The greater 
the quantity produced on a given area the lower will be the price 
per unit and closer to the market will it have to be grown. We 
are led to trace the relationship between bulk, perisha- 
bility and transport costs. This relationship, triangular as it is, 
has a special bearing on the problem of agricultural location, and 
that of rural enterprises, for it determines what enterprises would 
be specially remunerative and in which localities. The second consi- 
deration, under this heading, is that of suitability, geographical 
and soil, for the production of different crops. Climate, physical, 
geological and biological standpoints are important considerations 
in the cultivation of crops. The best crops will be cultivated in 
certain places. Not that the farmer shall first set out on 
a soil analysis, but experience and tradition that he inherits for 
generations of farming in that region, inform him in a very 
revealing manner about the suitability or otherwise of certain 
crops. This is true not only of agriculture as such but also 
of the subsidiary occupations and pursuits, allied to agriculture. 
Even from the strictly commercial point of view, it will pay 
only to cultivate those crops that are most profitable and to 
take up those pursuits which are profitable. We shall discuss 
in details, in the next chapter, the various farm operations, 
how geographical and climadc influences together with 
natural and environmental factors, shape the various agricul- 
tural and crop tillage operations. Suffice it to say, that geography, 
as interpreted in its widest meaning, conditions not only the 
strictly agricultural or cropping enterprises but also such jobs as 
subsidiary industries, cottage work, etc. 

Human Point of View. Next, we take into consideration the 
human point of view or what may be termed as the personal factor. 
The personality of the rural worker is actively behind all enterprises in 
the countryside. Whether these enterprises are going to be of divers 
character or only of a limited nature, is decided by the villager. In the 
■case of enterprising communities, these enterprises do present a varie- 
gated canvas of human activity in the rural areas. But in the case 
<of those communities which are wearing a cloak of fatalism, these 
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enterprises cannot be multiple, nor even so enthusiastically under- 
taken, even if the State or some external agency is actively subsidiz- 
ing or financing them Experience m India has repeatedly brought 
out the proof of this contention , all efforts at adding another 
stnng to the bow have always been wrecked by the peasants’ 
adamantly fatalistic attitude on life The peasantry is able 
to conquer even the inclemencies of weather, provided they are 
an industrious group , the Swiss peasants serve a good example 
So it is that the human point of view must needs be taken into 
consideration If the peasants have a mechanical bent of mind 
they may as well take to some cottage work of a mechanical 
nature, but if they have some creative faculties nourished thtough 
generations, they shall take to artistic production This point nred 
not be laboured much as the argument is quite self-explanatory 
A contented peasantry may not like to take up any work which 
promises an additional income, contentment in this sense becomes 
an apology for idleness We can, therefore, say with some correct- 
ness that if the rural populace is enterprising and willing to put 
m some work expansion will take place in the sphere of rural 
enterprises Vteeicrsa , if the outlook in the rural areas is damp 
and narrow the canvas of rural activity will be very small and 
cramped That this generalisation holds true m nearly all types 
of economies is quite a fact We may even assert that it is because 
of the outlook that the rural areas, in the primitive economies 
have developed through ages, that these economies have remained 
stationary m respect of progress and civilisation The countryside 
in the West, is humming with activity that is why these 
countries have advanced Therefore, we can assign a place 
of prominence to this factor, as being indispensable determining 
the horizon of rural activity As pointed out above, the 
human outlook also determines both the sphere and the nature 
of enterprises in the rural areas 

Tbs Ecoromie impact Now, we consider the impact of economic 
and commercial calculations on the type of enterprises that may 
prevail in the rural regions Admitting for the sake of argument, that 
economic calculations do not beset the peasant in the same manner 
as they do the industrialists or the traders, we have to mam tain that 
these calculations are not quite out of the purview of rural 
people Agriculture is no doubt a mode of living and, therefore, 
followed mainly out of social and environmental compulsion, still 
it must be conceived that with the march of time the peasantry 
is getting more and more conscious of the desirability of raising 
their standards of living and adding another stnng to the bow 
It is also true that all the rural enterprises are neither agricultural 
nor economic, nor eycn commercial in their content and form, 
yet we must agree that a larger variety of them are of the economic 
type and are undertaken out of motives economic and commercial. 
This is increasingly so in the present-day rural communities vvho> 
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are being brought nearer to the realities of life and for whom life 
is becoming a keener struggle than ever before. We may also 
admit the contention that rural living is rather divorced from 
the commercial humdrum characteristic of urban life and that 
the rural people are either ignorant or remain largely unaffected 
by the commercial trends of the day, but we must also appreciate 
the fact that larger and larger doses of commercial and economic 
intelligence are being given to the rural populace ; agricultural 
information, in particular, has often been entrusted to expert and 
well-organised agencies. Our point is that economic forces are 
penetrating the countryside and thus influencing the acti- 
vities and the enterprises of the people there. Not only that 
this impact is bringing about a greater multiplicity of such 
xindcrtakings but also is effective in increasing their diversity. 
Periodically is stock taken, especially in the advanced countries, 
■of the oldish undertakings, and those run out of fashion sub- 
-stituted by more progressive ones, whose products may be in 
keener demand. Not this alone, but newer techniques are being 
applied to these enterprises and costs being reduced so as to yield 
a greater profit. In short, the economic impact is closely affecting 
rural life. In the backward economies, too, as also in the transi- 
tional ones, the state is setting the pace by discriminatory 
guidance and selective advice to the rural areas in the matter, 
•organising their economic life and renovating their entrepre- 
neureal activities both at the individual level and the com- 
munity’s canvas. This holds true not only in the strictly agricul- 
tural sphere but also in the wider sphere of rural activity. 

The Environment. Institutional and environmental factors also 
■deserve to be noticed in this connection. They are both a cause 
and an effect of rural activities. In most treatises on the subject, 
these forces have been lost sight of or treated with little consideration. 
But, as Veblen pointed out, institutional forces are very' important 
in all forms of economic activity. Economic activity', under 
•capitalism, may be regulated by forces competitive but in 
agriculture the competitive forces do not have that sway as 
in the other fields. That agriculture is pursued not only out of eco- 
nomic considerations, but also out of traditional and habitual 
forces, has been pointed out above, times out of number and we 
may not repeat that aspect of the argument here. Institutional 
circumstances, therefore, influence agriculture in a much greater 
and intenser form than they do other types of economic activities. 
For example, the nature and form of land tenures, may very 
well shape the rural economy that prevails in a country'. 
Again prevalence of a certain type of land tenure may itself be 
the result of institutional forces which have been operating there 
for centuries. ' Another example may be cited. A particular type 
•of cottage industry may owe its origin to a certain institution 
which was established some time back or which still dominates 
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the countryside Some of the artistic cottage products of India 
receive the spurt from the nobility and the princely order in the 
iocalit) Therefore, it is not incorrect to hold that institutional 
forces like caste and religion may shape and condition the orbit 
of economic undertakings in the countr> side and the rural areas 
In India, particularly, as in most backward and transitional 
economies, the strength of these forces can hardly be over- 
stressed The environmental forces, themselves a direct product 
and resultant of the institutional factors, are potent enough 
to shape the rural acuvities to a considerable degree A 
Shawl Industry could only have been carried on in the vale 

of Kashmir, where the inclemencies of weather restrict man from 

taking up outdoor professions Pastoral pursuits could only 
possibly be undertaken in areas with ample grazing lands, good 
amount of sunshine and suitable atmosphere The rural acu 
vities therefore, are a product of the environmental and the 
institutional factors which might have been strong m some 
earlier times and or are still swaying and influencing the habits 
of the country people, who may not be educated and intelligent 
enough either to shake off or to resist the temptation of following 
the age old rut of tradition, or what is contemptuously termed 

“superstition TYPES of enterprises 

Coming to various types of enterprises, we find that there are- 
numerous types, though they could be grouped under c-ruua 
headings Ranging from agricultural operations of the crudest 
form they go to the noneconomic ones of a recreational and 
cultural sorts Rural life is homogeneous and variegated m its. 
™„al aspects That was sometime back, but the complexities 
of modern civilisation are invading it now^wnh the result that it 
?s Sttmg more and more complicated The farmer devotes some 
«mc to agricultural work, and a lot more to other jobs which 
mav not fetch him high returns in terms of money It is idle to 
SSct that the farmer could ever become a machine and slave 
r nr the sa ke of adding another crumb to his table or 
another piece^of linen 1 wardrobe He lives a hie no. only as 
another P e ^ crowded as his urban brethren do, but rather 
C01 Ksu rely In an earliar chapter, we saw that the peasant 
- S o agriculture because it affords a larger opportunity 
? a, S“ independent, and what is more important, a 
for leading , 3 apparent, therefore that enterprises, 

'“dewLen in the rural sector, ate not merely agricultural in 
undertaken t a dlverafic d nature say subsidiary, recreational 

their conte , , th<;m mto classes Foremost among 

ones \ve may 6 activities, that is to say those 

them are th directly concerned with the agricultural opera 
notice other activities and enterprises which 
lions „ nreDar a tor y to the agricultural operations for 

we find .here ate 
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jobs of a subsidiary nature. We can term these as subsidiary 
industries or spare-time operations. Undertaken with a view to 
adding to one’s income, these activities are only for the spare 
time, for it could not be imagined that any farmer would sacrifice 
his routine agricultural operations, the mainstay of his and his 
family’s living, at the altar of a hobby or spare-time indulgence. 
Lasdy, there are the cultural, the recreational and other such 
community activities, which add a spice to the farmer’s life. Data 
is not available to enable us to assess correctly the place that these 
non-economic pursuits have in the farmer’s life and the community 
living, but we can safely say that they do play a significant part 
in the rural zones. It is a very strange fact that in the backward 
areas where a greater stress needs have been 'laid on the economic 
pursuits, greater attention is devoted to recreational odds. 

Direct or Cropping Enterprises. Talking first of the direct opera- 
tions we find that these are mainlv related to the sphere of cultivation. 
Drainage, irrigation and such other preparatory operations, are not 
included in this group. What we include under this particular 
heading are the direct cultivational jobs. Village is what we study. 
Seeding, harvesting, mowing and winnowing, as well as thresh- 
ing and other related jobs are to be studied. It is not our purpose to 
concentrate on the technically operational aspect of these enter- 
prises ; we shall only refer to them and take notice of these as and 
how the argument advances. Amongst the various influences that 
colour these operations, are the seasonal" ones. The cycle of 
agricultural activity and cropping is under the surveillance of 
climatic factors and the seasonal conditions. Any variation in the 
cycle of seasons immediately reflects on cropping. In case, 
the seasons are ahead of their scheduled timings, the cycle of 
cultivation also follows ; if the seasons are late the cropping 
routine is also delayed. All agricultural crops have their fixed 
timings for cultivation purposes. The crops will be sown in a 
particular season, they will be cut in a definite season and harvested 
in an another definite time. Agriculture is a seasonal activity and 
must obey the cycle of the Sun. Therefore, this influence in 
particular is very strong in the sphere of agriculture. Not that 
the agriculturist is able to conjecture, correctly, the seasonal trends 
but he so times his cultivation operations that they fit in with 
the seasons as they are. If the season is not favourable he does 
not cultivate that particular crop ; he postpones the sowing and 
waits till the season is set. Otherwise, he prefers to remain idle 
for he would not like to risk a bad crop or a wasted harvest. This 
external influence is alone responsible for such undertakings in 
agriculture, as mixed cropping, or the rotation of crops, which 
could only be taken up if the seasonal cycles are favourable. 

Weather and Agriculture. Closely akin to the above, is the factor 
of weather, which may not be separately dealt with. In view of the 
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variations in the weather within the same season, the farmer has to 
be very much conscious of these and adjust his time table accordingly 
Although he might have been well prepared for sowing wheat on 
& certain day, inclement weather may not permit him to do so 
and he may well have to postpone that particular operation to a 
more favourable time Agricultural operations are, so to say 
weather stricken With a good weather all goes well, but m a bad 
weather the agriculturist faces rum Weather is a factor uncontrolled 
and uncontrollable While seasons are more or less certain and their 
cyclical operations foreknown to a great extent, weather conditions 
are mostly uncertain In fact, this is the only one factor that 
still remains out of man s control Weather prediction is becoming 
possible through the activities of various meteorological stations and 
their investigation charts, and weather forecasts are fast becoming 
a routine and are reaching the peasant cultivator in greater fre- 
quency and more accurate detail still we must concede the fact 
that as yet it has not been possible either to overcome or to alter 
the weather to any consideraole degree Artificial rain makers may 
very well feel jubilant over their splendid achievements, but it is 
well known that their activities could only be fruitful within a 
limited set of circumstances And then these efforts have not 
achieved that popularity that they were expected to do, consequent 
ly these may well be ignored as being out of the purview of the 
ordinary agriculturist Weather, inevitably, remains still an mvm 
able force of nature, it influences not inconsiderably the growing 
of crops and the other rural activities A word of explanation 
seems necessary here, although this paragraph is mainly devoted t<J 
the bearing of weather on the sphere of direct agricultural opera 
tions it is because of weather that certain indoor industries have 
thriven in certain rural regions It may be said without much 
contradiction that weather is one of the main determinants of rural 
activity, both in its narrower aspect, it of cultivation, and in its 
wider range of the rural enterprises 


Soil Hu mdity The next factor, directly bearing on the agri 
cultural operations, is soil humidity Sometimes, the 'soil is such 
that it is able to retain moisture for a longer penod of time than 
is usually the case, and sometimes u so happens that soil drives 
the moisture into the subsoil where it may be retained, or where- 
from it may further go down into the deeper layers of the earth 
All that depends on sol structure Clayey sods react 
differently they retain moisture right in the upper strata, this has 
certain results, for certain crops may not be able to find root when the 
soil is rather humid When there is wet land, a different type of acti- 
vity like cutting weeds, repairing fences, cleaning up of the wood lot 
and the like crowd in the farmers programme when there is 
wetland This is known as wet land work This has a bearing 
on the amount of culuvation work that can be put m on a 
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-certain farm. In case the wet-land work increases, that is to say, 
there is a greater number of days when land remains humid, 
the number of days, which can be devoted to direct cultivation 
-would be diminished as also the area that will be under such 
-crops as corn or cotton. Incidently, per capita efficiency 
would be adversely affected and it will diminish. This factor, 
therefore, requires considerable attention. Certain soils are such 
that remain humid for a longer period of time than others, 
•consequently, the nature of farming undertaken on these soils 
does undergo a change and is different in complexion. 

Frost and Snow. Parenthetically, we should also talk of the con- 
ditions of the soil and its reactions with respect to frost and snow. 
Work that cannot be done, while the soil is frozen, or under snow 
includes more of field operation. Some of the activities, may 
have to be postponed, such as potato gathering or beet-root 
lifting. Farmers usually know the time when the ground gets 
frozen so hard as to put an end to all these activities; usually 
they hurry through these activities, before nature has its 
way, sometimes the permanent freeze comes much later, or much 
earlier than ordinarily it does, and upsets the farmer’s cultivation 
- time-table. Needless to say that this also affects to a great extent 
the quantity and the quality of cropping. Work should be 
-arranged in such a manner that crops have the full advan- 
tage of all these various factors. The general rule seems to be 
that work which cannot be undertaken in times of freeze and 
frost, would ordinarily take precedence over that which can be 
postponed or done later without any loss either to the crop or to 
the farmer. It must not, however, be understood that there are 
no jobs which can be carried on under conditions of snow. 

• Certain odd jobs, closely related to cultivation, are possible even 
when snow covers the ground. Examples may be cited of 

-spreading lime, hauling manure, feeding livestock (all directly 
cultivation jobs) and some indirect jobs also as reading books on 

• crop cultivation or breeding or attending farmer’s courses, (indirect- 
ly farming jobs); or subsidiary occupations both of a remune- 
tive type or of a kind related to the pursuit of hobbies, etc., like 

• cottage industries, or recreational or cultural activities that may 
go to occupy the farmer, when the natural conditions are for- 
bidding, especially in regard to frost and snow. 

IN DIRECT OPERATIONS 

Let us now probe into the mysteries of the indirect or the 
preparatory operations. These operations are related to agriculture 
but only indirectly. They are of a preparatory nature. . By 
undertaking them, preparation is made, for starting^ the agricul- 
tural enterprises. They are also agricultural in their nature but 
the difference is that they are not directly agricultural. What 
we mean to stress is that they precede the agricultural operations, 
.like cultivation, sowing, etc., etc. When the harvest has been 
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cut and another harvest is to be cultivated, the farmer start* 
on certain lines and undertakes some jobs which are in the- 
nature of preparation to the mam agricultural operations 
For example, he may take up weeding, draining, etc They 
depend upon the nature of the main agricultural operations to 
be undertaken by the fanner In certain crops, a great deal of 
preliminary work is required, while in others so much prcpara 
tion need not be taken in hand Some of the crops themselves 
are cleansing crops, the reader may be referred to Chapter II 
In short, the type of agricultural produce that is to be cultivated will 
determine the form of the preparatory operations These opera- 
tions may also depend on the availability of the resources m 
the field of agriculture and vary with individual farmers 
This availability of resources is to be interpreted in two respects, 
firstly m regard to the local availability of resources, capital, 
etc , secondly the availability in so far as the individual «. 
concerned That is to say the limitations imposed upon by his 
own means In this may also be included his finances , or he 
may extend his preparauon and undertake certain improvements 
on the farm provided he has the financial means to do so 
Examples are not wanting to prove this contention, the Indian 
farmer is unable though not unwilling to make improve* 
ment on his land but he lacks the financial means for that, being 
extremely poverty stricken Listing these operations we may 
enumerate fencing > weeding, pest control, manuring, draining, 
laying water pipes, constructing farm building, store houses and 
granaries In a broader sense, we can easily include all those 
jobs that may go to improve the farmer’s technical equipment 
and his personal qualifications and experience and knowledge. 
These are admittedly of great value 

Nature of Agriculture Examining all these factors in rather detail 
we try to understand how the nature of agriculture has an impact 
on the indirect enterprises in the rural sphere Elaborating the 
argument given above, in the last paragraph, we can say that 
certain crops requ re a lot of preparation For example, the 
cultivation of wheat calls for some sort of enterprising work 
done before the actual sowing takes place A conscious and enligh 
tened farmer, aiming at reaping to the fullest his soil by compelling 
it to yield maximum productivity, will undertake all sorts of 
preparatory work that may be necessary for increasing the pro- 
ductivity of his farm Special fertilizers may be required far certain 
crops , special treatment may be required before the soil can be 
receptive to certain special types of tillage , sp-cial drainage and irn 
gationimay be necessary before a certain seed can be sown and grown 
in certain pieces of land,all these are necessary prerequisites for 
successful farming Agriculture being a variegated industry, includ- 
ing in its orbit dairy farming, cattle-feeding, planting and horticu*- 
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ture. We should also see how these other types of agricultural acti- 
vity influence preparatory enterprises. " In dairy-farming, for 
example, the farmer has to make preparation for increasing the milk 
and meat yield. He has to start on ventures of artificial 
insemination or stack hay and other fodder, much in advance of the 
dry season. Similarly, in cattle breeding, the purpose has to be kept 
in view and the preparations to be made according to the requirer- 
ments both of the trade and the market. In plantations, much care 
has to be taken and quite in advance of the actual fruit season of the 
plants, which have to be sprayed against certain pests and fed on speci- 
fic nutrients. If these preparations are not undertaken the croppage 
suffers. Even in the sphere of fisheries and forestry, the farmer has 
to be conscious of these preparatory' procedures. He must plan for 
growing forest groves in selected places, both from the point of view 
of agriculture and forest yield, if he is desirous of providing a second 
string to his bow and safeguarding the strictly agricultural interests. 
In fisheries, too, catches must be restricted to seasons other than the 
breeding one. Then certain preparations, like adding nutrients 
to ponds or reserves have to be undertaken in order that the resources 
may not be depleted soon. Preparatory operations are essential. 

Availability of Resources. The success of these indirect enterprises 
depends upon the availability of resources required for them. For 
example, to be able to fight the weed-menace effectively, the farmer 
should have the modernised equipment for this purpose and be also 
trained to undertake the operations. Similarly, his resources, in 
order to be able to drain out his land and to reclaim it back for 
cultivation purposes, should not be very meagre, if he is keenly 
desirous of successfully undertaking them. Again, for the pur- 
poses of mowing, etc., the peasant should be conversant with 
the best methods that he can lay his hands on. That does not 
end the story'. Usually, the farmers have to depend upon the 
local resources. Therefore, they must need survey the local 

resources which they can utilize for their purposes in a successful 
1 manner. Usually the farmers also know what local resources are 
available and adopt means to utilize them. But the rub is 

• when they are unable to utilize the same either because 

of ignorance or their inability to do the same on other grounds. 
With the development of the means of transport and communi- 

- cation the farmers have at their disposal means and resources- 
which may not be, strictly speaking, local in character and 

• availability, but be supplied from remoter sources. Usually, an 

•: enterprising farming community can pool these resources in a 
j co-operative or a collective manner and lend them or hire them 
■; out to their members at nominal rates. Capital resources in 

particular may be pooled. In modern advanced and advancing^ 
' countries, the practice is also to enlarge the equipment, and capital 
/ of the rural community, and bring within their reach the resources 
that they may otherwise not be able to command. Still, we must 
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appreciate the fact that the availability of the resources whether 
from a central agency, or from a co operative association or by 
personal means, does play an important part m determining and 
•shaping out the indirect enterprises in the sphere of farming and 
agriculture Were the rural community deprived of this, it 
would becorre well nigh impossible for them to proceed ahead 
with their preparatory indirect activities, with the consequence 
that the fanner s income would dwindle and national production 
suffer In short, the purpose behind agricultural planning should 
be to multiply the resources required for the successful pursuit of 
these indirect, but very essential, operations 


Farm Ftnan ts Financial means are another limiting factor in 
this field With ample finances at his disposal, even the most unenter- 
prising of the farmers would be willing, provided his outlook, on life is 
normal, to advance his agr cultural activities Finances are the 
farmer’s greatest headache As we shall see later, farmers aU 
over the world have to face the problems of money and capital 
resources m °n c manner or the other That is why, the 
farmers have a low staging power The nature of the industry, 
or its character, or its operational cycle, either one of these 
factors or all of them go bring about this financial crisis m 
the fanner’s routine of life The need on the part of the farmer 
for more and more money is not of the same type as that of the 
industrialists for more investment It often happens that while 
the industrialist requires more money and financial aid for purposes 
of expandin'’' his industry and enterprise, the farmer needs it for 
the resuscitation and continuance of his enterprises Even if he 
is not a spendthrift he still needs money because his enterprise is 
hazardous and dependent upon the freaks of nature over which 
he has little control In his order of priorities, the first preference, 
m the matter of investment, goes to cultivation and tillage. 
So varied and so extensive are these twin operations, that he often 
loses sight of the indirect enterprises that he must need also under 
take The time-lag in agriculture is much longer than it is in 
the industrial sphere, where the marketing problem is not so 
complicated as in farming Some time lapses between the actual 
harvests and the receipt of money therefrom Therefore it B 
that farmer’s need for money is not at all parallel to the Industna 
i s’ requirements for more and more investments First priority 
having been placed on the direct operations, most of the farmers 
resources are depleted when the indirect operations are to te 
started In the backward countries especially, where the vision 
of the farmer is rather narrow and Jus planning capacities limited, 
the indirect enterprises are relegated to an inferior place 
Even rn the advanced countries, the same attention is not 
oaid to these operations as to the direct ones In the light 

of these considerations we must concede that most of the financial 
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duals) get dried up before the turn of the induct' "o^ratfons^f 

SPARE-TIME ENTERPRISES 

enters TheT-pSes bthh rd^hjfis K'ifanmh""^ 

to the bow. The farmer’s routine espJciahv in T ^ Stnn S 
cropping, is finished in about half a year The farrnin^k,!" 
are not office jobs. The farmer does not have to a!tJ>d 5 
his work within fixed horns. Sometimes, he wnrks from h 
to dusk and sometimes he may be called upon to devote mot o^ 
his time round the clock. But once the harvesting JoVer 
he has leisure to spend. Between harvesting and seeZS 
elapses a considerable period of time. It is in tLic n • § 
that the peasants are advised to undertake what is known 
as subsidiary work. Even during the. farming days when the 
cultivation duties call for strict vigilance on hfs part the weather 

S iSf e Du 1 S , «r°?h blC f0r f him 10 Stir 0U£ ? f doors and attend to 
Sltain in,; r ° CSe infreqUen T t S T> he is advised to take to 
v f nc 0CCU P at!0ns - In the backward countries parti- 
cular!} , the argument is a httle different : the peasantry is 
poverty-stricken subsisting on a sub-human standard of living Here 

Se C f 3 r S m rcSS ’ 13 kld ° n l he S P ar £ time activities in order to add to 
the farmers income and make him more self-reliant. Looking at 
me problem from the sociological point of view, we find that the 
objective may as well be the prevention of crime among the rural 
communities An idle man’s brain being the devil’s workshop 
criminologists have found that it is during the peiiod of intervals 
between one harvest and another that the crime-curve rises very steeply 
indicating an abnormal increase in the crime rate. Therefore, spare- 
time jobs are strongly indicated in the backward, underdeveloped 
economies l n the regions experiencing a transitional stage of econo- 
mic development, the stress is upon the multiplication and 
enhancement of production. Therefore, the farmer is asked not to 
while away his time in idle gossip but to contribute his little bit to 
the national production drive. In the advanced economies subsidi- 
ary industries are already in vogue among the rural people who 
arc now modernizing them and earning a lot out of these undertak- 

• ngS ' , , r short) the P lace that the spare-time jobs occupy 
m rural life and activity is fairly high and must be thought of 
as being intimately related both to planning of progress and prosper- 
ity and to raising the living and sociological standards of rural 
communities. 


Tfa Remunerative Aspect. We propose to study now the vari- 
ous aspects of the spare-time industries and subsidiary occupations- 
in rather details. Various factors compete for our consideration. 
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Some of the factors have been touched above in the last paragraph 
and they need not be elaborated here, for the simple reason 
that they are mainly non-economic in character and may not 
.appropriately fit m, in economic analysis The factors advened to 
were the bearing of crime rate on these jobs, the spending of idle 
days, and the rural remuneration point of view We shall take 
up the last for our consideration The remunerative aspect is the one 
aspect that would appeal most to the farmer Without distinguishing 
between the various degrees of economic development, in which 
vinous communities may find themselves, we can general ze that all 
farmers would welcome the idea of increasing their incomes It a 
the remunerative side which appeals to the peasants the most Such 
industries, or occupations, should be selected as may yield the farmer 
a ready revenue This is not an easy job for their seke 
tivenesswill vary from time to time and from clime to clime 
Highly remuneraUve industries, like watch making or diamond 
cutting, may as well fall outside the purview of an average 
farmer’s attainments But within normal limitations of farming 
communities, we are entitled to advise on most remunerative occupa 
nons This has certain other factors involved and it needs a more 
detailed scrutiny Though we shall re-examine the subject 
below we may also state here that the farmer should be 
assisted in reaping to the fullest the rewards of bis spare-time efforts. 
If that be not possible, he might as well be tempted to start on idle 
pursuits and indulge in such vices as hugation, bnde purchasing, 
crime committing and gossip mongenng It is the problem of market 
ing again that faces the agricultural planner rather complicated, 
for if the marketing costs are reduced the products of these subsidiary 
pursuits may well fetch for the peasant, working in this hamlet, 
a. remuneraUve reward One thing that needs re-emphasising is that 
the remunerative aspect must never be lost sight of, even in the 
most religious of communities and most fatalist of all sections of 
population, the one strong urge impelling the human beings to 
activity is the economic one, and the farmer is no excepuon to it. 

T mining and Education Training and education are important 
pre requisites to subsidiary occupations Even when the neht 
selection has been made and there are finances anti other re- 
sources lying at the disposal of the rural community, and the 
opportunity unfettered and unenviable for these people to take up 
subsidiary occupations, these pursuits may remain unattended 
for the simple reason that the peasantry do not have the necessary 
training or education for these jobs In India, particularly, the 
peasants, in certain Community Projects do have a willingness 
and the state an organisation to help them in these pursuits, but 
the one factor that impedes a successful enterprise in this respect « 
that they do not have the necessary preliminary training, nor evea 
the educational equipment so essential for the same Even bee- farming 
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/may call for a certain amount of preparatory knowledge, experience 
and technique on the part of those undertaking it. Similarly, 
Khadi manufacture, supposed to be the simplest of all rural enter- 
prises and cottage industries, requires a certain amount of training- 
in that field. That is why most states, in pursuit of their policies 
to foster the cottage industries, have already started work centres for 
the purposes of imparting training and the necessary technical 
skill to the peasants. £; Learn while you earn” schemes have pre- 
ponderantly influenced planners. Education need not imply a 
.mastery in reading, writing and arithmetic (the three R’s), but a 
.fair knowledge and good consciousness about the essentials of the 
.industries proposed to be adopted as subsidiary occupations. It is 
in the light of this contention that adult education, or what is 
more fashionably known as social education drives have been launch- 
ed especially in countries trying to rehabilitate rural life 
on a sounder and a firmer footing by means of extending and 
encouraging the sphere of cottage work. In short, training and 
■education are very important in farmer’s equipment not only for 
the purposes of improving the tone of agriculture, but also for the 
sake of successfully earning another penny. The farmers are seldom 
attracted to these facilities unless they are assured of adding to their 
meagre monetary resourses while undergoing the training. 


Tbc Personal Factor. Last, but the most important, is the per- 
sonal factor that influences, in a very strong manner, the complex- 
ion of the subsidiary enterprises. The farmer’s outlook, together 
with the environmental behaviour in his community are, in no mean 
way. responsible for his preference for these professions. With fata- 
listic outlook and superstitious traditions we could hardly be expect- 
ed to extend his sphere of activity and try to raise his standard of 
living. The art of spending the leisure is the most difficult one, and 
the ordinary farmer, with his limited mental horizon and 
narrow vision could not be expected to have an insight 
into the problems that are consequential upon this. Their views 
and interests are coloured by the traditional approach to these 
problems. Farmers, as no one else, are the creatures of circums- 
tances. They are the product of their environments. They live on 
and are the true sons of the soil. Hence the personal outlook moulds, 
to a very considerable degree, their attitude on the spare-time jobs. 
Even, in the most regimented economies, this personal factor has to 
be reckoned with, for the severest dictatorship, may not be able to 
goad the peasantry into directions and channels of work that they 
may not like. It is, therefore, that the machinery of propaganda 
and publicity is set in motion, in order that the cultivators oudook 
on life may be influenced and coloured according to the desires of 
the planners or the administrators and that the well-thought-out 
priorities may find implementation in the rural sphere. In the light of 
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these considerations the personal factor assumes a place of preimnence- 
in all types of rural economies Much can be made of even the 
limited resources, provided the peasant has the drive m him to male 
the fullest use of these Examples are not wanting , the case of the 
Swiss peasant may be cited who, through the drear}, frosty md snowy 
long months of winter, plods on with exquisite watch making and 
thus conquers even the invincible nature, so inclement Nearer home, 
we may refer to the Kashmir worker, who in his secluded and far- 
flung cottage, works hard and produces fine artistic pieces of which 
even the most modern designer may well be proud of And on the 
opposite, may be given the example of the primitive aborigine, living 
amidst the luxuriance of nature, and provided with ideal condiuons 
in regard to the raw materials, but still spending life m primitive 
conditions, because he lacks the will to take up any job whatever 

SUMMARY AND CONCLUSIONS 

To sum up, we may have a bird’s-eye view of the rural 
enterprises as described in this chapter We noted the geogra- 
phical influences that ha\e their say in the matter of selection 
of these enterprises The human point of view was consi- 
dered because it is easily the most important one The impact 
of economic and commercial calculations, on the type of 
enterprises was underlined This is especially important as agncul 
lure is becoming commercialised and the agriculturists getting 
awake to economic calculations Institutional and environ 
mental factors were also noticed in this connection The sphere 
of their influence is rather wide, though not so apparent or out- 
spoken But m the agricultural set up, particularly, the force 
of the environmental and institutional factors, both in the 
selection and the nature of the rural enterprises, cannot be under- 
estimated These enterprises, were grouped into four classes, the 
cultivation operations, the preparatory ones, the subsidiary industries 
and the cultural activities We decided, in the light of our analysis 
that the cultural activities and the recreational odds fall outside 
the domain of Economics, and could be conveniently omitted 
from this study Under the direct operations were included 
the cropping and the cultivational activities, special note was taken 
of the seasonal cycles operating in the sphere of tillage, the \ana- 
tions ot weather with their bearing on the cropping operations, 
and the limitations imposed by soil humidity with special reference 
to rain, frost and snow as also the composition of the soil, in its 
bearing on agncul tural operations Probing into the preparatory 
or indirect operations we found that they are quite significant, as a 
special devotion to them amply rewards the farmer in increased 
productivity They are dependent on certain factors, the nature 
of agriculture, availability of resources and financial means 
Specific preparatory work is called for, for specific agricultural 
enterprises, but the scope of these activities is limited by the avail- 
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ability of the means, the locality and the region in which they 
fall. Financial limitations are also strong enough to shape the 
condition the orbit of the preparatory work. "While considering 
the scope and nature of subsidiary enterprises, we found that the 
remunerative technical and personal factors are the main deter- 
minants. In the next chapter, we set out to delve into the farm 
operations for it is time that we devoted out attention to the 
individual farmer, the mainstay of agriculture. 
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The place of the individual fanner in the agrarian system 
remains now to be assessed VVe examine, in detail, the nature 
and character of the farm operations and see how the individual 
peasant selects and integrates these m order to achieve the maxi- 
mum result- The national system of agriculture is composed of 
rural communities, the working of which we detailed in the 
last chapter In the village systems, the individual farmer occupies 
a place of prominence Even the collective and co-operative farming 
enterprises assign a significant place to the individual farmer. 
His preferences do matter. Under hypothetical conditions of an 
extreme regimentation, the individual may at tunes fail to carry 
out certain obligations, simply because these conflict with his own 
aptitudes and clash with his personal “whims”, and the centralised 
authority may not, every time, be m a position to take strict and 
exemplary action against these defaulters. In a “free” economy, 
however, the role of ihe peasant iarmer is quite significantly 
recognised, individual decisions go to constitute the nationat 
policies, for the state does not much interfere in the preferences and 
likings of the individuals. In a land of peasant-proprietors, 
especially, the complexion of rural communities and the character 
of national agriculture is determined by the humble peasant, 
working quietly in his hamlet Essentially, the farming communi- 
ties have a highlv individualistic outlook, and farmers have a way 
of sucking to their own personal fancies and prejudices And 
farming is a more independent profession than any other calling. 
Hence proper it is to study the nature and purpose of agneu tural 
operations, the problems arising therefrom, and the issues attendant 
thereupon, for that would provide us an insight into the preliminary 
background of the subject of farm management and organization. 
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especially in the backward regions, do undertake some sort of these; 
enterprises, though mainly lor subsistence and power purposes 

Choice between Crops , livestock and 'Equipment Each function 
has become specialised, huddled in the more advanced countnes- 
and could hardly be huddled up with other farming routine 
What is implied is that the complexion of farming must distinctly be 
the specialised one and not a mixed one The pursuit of one type of 
farming dominates the agricultural acuvity, though not to the 
exclusion of the others. For example, the farmer raises cattle, just as 
he raises crops, for the purpose of profit making This form of 
activity has assumed considerable significance in certain countries- 
like Argentina, where the whole economy hinges round the production 
and marketing of mutton Similarly m Australia, sheep-farming has 
assumed great importance The next important enterprises relate to 
markeung, which has always remained the foremost of all rural 
enterprises, being the most directly remunerauve, though this opera- 
tion has unfortunately fallen m the hands of the specialised non rural 
agencies that have begun to exploit the peasant There has been a- 
shift from subsistence farming to surplus farming for the market 
disposal Needless to say, that a good system of marketing, which, 
holds out the promise of good remuneration to the peasant is a 
blessing Miscellaneous operations are of a twin nature , firstly those 
directly concerned with agricultural operations, e g irrigation, draining,, 
etc , and secondly, the subsidiary ones, like cottage work The former 
need not be given a special treatment, for they are included under 
"ullage”, while the latter mem a separate treatment, under the 
heading subsidiary operations We have enumerated five types of 
‘'operations” — Culuvauon, Plantauon, Cattle Enterprises, Market- 
ing and the Subsidiary ones Before, we set to discuss the nature and 
the place of each of these enterprises in the farming business, we should 
acquaint ourselves with the "principle of choice * 

The Principle of Choice The principle of choice is the most import- 
ant one in all economic discussions for it involves a study of 
human preferences and priorities, and an understanding of the same 
guides us through the confusion of conflicung and competmve 
acuvities A slightly different treatment, however, is warranted in the 
realm of agriculture There is no universal principle of choice, 
which could be applicable without any excepuon But a broad 
generalization could be made A farmer would select those opera- 
tions for his concentration that would make it worth while to devote 
hi3 time and resources to those very operations rather than use them 
for leisurely pursuits Careful consideration must be given to the 
character of the expenses and the availability of the different resources 
at each period of the year, also the varying demands made by these 
enterprises on these resources The above rule is very general m its 
implications. The agricultural operations may be divided into 
two categories, the major and the minor ones The principle of 
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choice refers to the major operations and not to the minor ones. 
The minor operations should be so selected that the major operations 
do not suffer in point of productivity, or the efficiency of the farmer. 
The minor operations must fit in so as to assist the 
farmer in his major pursuits : at least, these minor operations must 
not, in any way, conflict with the major pursuits. On the other 
hand, the major operations have considerable influence on the selec- 
tion and nature of the minor enterprises. Some labour and equip- 
ment and enterprise need be diverted to the minor operations; 
hence the selection of this sector of farmer’s activity should be 
such that the diversion of the above-mentioned factors should be 
the easiest possible and be such as may not upset the 
major operations in any manner. If possible, the selection and 
timing of the minor operations should be such that they do 
contribute to the productivity and the efficiency of the major pur- 
suits. For example, in dairy-farming, the stress is of course, on the 
xaising of milch-cattle, but in the minor cultivation jobs, the emphasis 
must needs shift to the cropping of the fodder crops. Similarly, if 
the main pursuit is plantations i the minor jobs like farming should 
"be so selected that the main job is not interfered with. Most systems 
-of farming are so designed that one, or, at the most two enterprises 
•constitute the nucleus of a farming operation and have considerable 
influence on the rest of the pursuits. When this principle is followed, 
it does not necessarily mean that only those operations will be picked 
up for which the best facilities are available ; we cannot lay all the 
stress on the availability of resources alone, it is the resultant pro- 
fitability that matters. The farmer has to weigh all the different 
factors in their proper perspective. 

Farm Operations and their Selection . We should also underline 
the impact of the changes in prices and in costs on the selection 
•of the different operations, for this is another aspect of the same 
principle of choice, in its dynamic context. To make the analysis 
more reliable and realistic, the ever-recurring changes in price, 
and costs of different agricultural products must not be lost sight of. 
Changes occur in the prices of farm produce, as also in the costs of 
labour, land and other materials used in their production. Therefore 
the decisions which a farmer makes in this regard must be reviewed 
in the new price-cost relationships. It is only the changes in the re- 
lative prices, and relative costs, and the price-cost relations that have 
^..disturbing influence. These changes may either be of a temporary 
•duration or of a permanent nature. Temporary fluctuations, such 
.as may result from annual crop yields, speculative price movements 
•or other similar causes, may very rarely cause shifts in the farming 
operations, involving such permanent decision as new investment in 
the purchase of machinery or buildings ; these may only be postponed 
or delayed for sometime. Sometimes, these temporary changes are 
anticipated by experienced farmers, or by other farmers through the 
state information agency ; in this case, there may as well be tempo-' 
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rary shifts m the farming routine, if possible, for often the operation? 
already undertaken before the coming changes wre knoira, are 
difficult to divert to other channels they have to be followed to their 
logical end Still, most farmer?, if timely warned of the impending 
shifts m the sphere of agriculture, would like to take advantage of 
the short term price fluctuations, or the cost relationships, and may at 
least make effort to bring about the desired change in their operations 
But the practical limitations are rather rigid We shall have occasion 
to study the problem of pnce-forecasung in a later chapter , suffice 
it to point out here, that the average peasant is neither so wide-awake, 
nor is he so well informed as to be able to bring about the 
tLstrcd change within the short period Hence, tempo ary 
fluctuations do not bring about any noticeable changes m farm 
operations 

Operational Shifts Permanent changes in the price-cost ratio 
and in the structure of relative prices and costs, are not 
without their consequences in the realm of agriculture 
If and when apparent, there would be corresponding shifts 
brought about in the farm operations. Time-lags there may 
have to be between the first appearance of these changes and the 
resultant shifts m the farming sphere , quick adjustments may not be 
possible, nor even desirable, for that may mean a lot of waste both 
fiom the peasant’s point of view and from the national angle Such 
permanent changes may follow from some fundamental economic 
variations, say in the pattern of urban areas and localities, or in the 
consuming habits of the people, or in the character of trade rela 
tions, or in the planning targets before the nation The increased 
demand for bulky and perishable articles, consequential upon the 
rise of an urban settlement m the vicinity, for example may be 
effective in bringing about a change in the nature of the crops cue 
tivated in that region A change m the consuming habits of the 
people, if of a permanant nature, ma\ be responsible for bringing 
about similar permanent changes m the relative prices of different 
products Correct adjustment of the farming operations to these 
permanent changes requires a correct appraisal of the significance 
of these changes in their impact upon them For example,, 
the changes in the relative prices of certain crops, resulting 
from changed demand for uulismg of same, may be effective 
and pofent enough to alter the area under that crop 

Co ts and Operation Analysing the effects of the changing 
costs of land. Labour and equipment on different operauons, we find 
the corresponding changes in their selection rather pronounced 
For example, the rent which must be paid for the us- of land may 
become an important causal factor in adjusting the us* of land to the 
cultivation of the most producuve operation on the farm “Rent , 
m this context must not be understood in the theoretical econoin c 
sense of being the “differentia! surplus’ , but as understood in common 
parlance Therefore, the paym-nt of rent , and the manner of »» 
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payment, does, in no insignificant manner, influence, the uses to 
which land will be put, and the nature of the farm operations. A 
calculating peasant will certainly take into consideration the fact that 
in order to be able to pay the cash rent, he must cultivate such crops 
as give the highest return in terms of money. Similarly, changes 
in the cost (wages) of the farm labour, other things being equal, may 
influence the choice of these operations. In the event of a labour 
shortage, arising out of an increased demand from the neighbouring' 
urban area of the dispersal and ruralisation of industry, the peasant 
may have to undertake such operations as require much less labour,- 
with the consequent shift from intensive crops (c g. tobacco) to more 
extensive crops like corn, which require very few labour assistants. 
Again, the changes in the costs of equipment, (eg. the machines 
required for the farm become costly,) may lead to an economy in their 
use, or to the introduction of co-operative farming, and therefore;, 
co-operative ownership of the equipment. Or such operations may 
be undertaken, to the elimination of others, as may not necessitate the 
use of more expensive machinery. Shifts in the sociological field, too, 
have their repercussions, on the nature and character of farm 
operations. A farmer, with a growing family and with increasing 
number of hands available from within the family fold, may deem 
it desirable, to adopt more intensive enterprises and operations on his 
farm, so as to provide increased employment to the members of his 
family and his dependants, as his children grow maturer enough to 
help him, or he may extend the sphere of his agricultural enter- 
prises. Though conceivable, theoretically, it is a well-known fact that 
the bigger estates get split up on the death of the head of the family ; 
sub-division and fragmentation proceeds apace. 

Nature and Geography. The principle of choice is also influenced 
by natural factors and geographical considerations. In the first 
instance, relative prices at the farm determine the divisions of 
territory among the various types of farming operations. The 
differences in the farm prices arise out of the perishability of the 
farm produce and their quantity. Here the distance from the 
market counts for much, for the perishable articles would tend to be 
produced near the market, or under such favourable conditions as 
those of a speedy transport system or a scientific system of cheap 
storage. Also, the bulkiness of the produce, or what may be des- 
cribed as the relation between value and weight, having a direct 
bearing upon the marketing costs, would be another factor taken 
into consideration when undertaking the various agricultural opera- 
tions. Agriculture, thus, is influenced, in no mean fashion by the 
nature of economic conditions. In the vicinity of the urban markets, 
therefore, will be grown those crops and undertaken those operations 
where product is relatively greater in weight than in value. Or, in 
the vicinity of the city-markets may be laid a greater emphasis on the 
pursuit of marketing operations, rather than the strictly cultivational 
ones. Economists have tried to draw concentric circles about thb 
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ecntral market indicating the nature of farm operation that may 
wisely be undertaken by the conscientious farmer Purely physical 
and biological factors may also influence the nature of the farm 
enterprises and agricultural operations Certain areas may be 
specifically suited to the croppage of certain produce , the pasture 
lands may encourage sheep-farming, while the black soil may provide 
an incentive to cotton cultivation Here again the price factor must 
be taken into consideration, for the more remunerative crop will attract 
the peasant’s attention rather than the less profitable one In his 
choice of operations, he would be very likely, drawn to that operation 
that gives him the greatest income with the least botheration 
Hence, in view of the geographic factors like locauon and soil, the 
farmer should pick up those operations that are likely to fit in both 
with the price structure, and the unchangeable locational and 
physical factors True, that these geographical and natural limita- 
tions have been overcome, but farm operations, being largely out 
door, and dependent upon the mercy of nature, the part that the 
“natural factors play is rather decisive 

AGRICULTURAL OPERATIONS 

Agricultural Operations Having discussed the principle of choice, 
we now describe and discuss the various agricultural operations and 
under takings and how they are selected. As pointed out above in the 
preliminary paragraphs of this chapter, the agricultural operauons 
cover farmings, live-stock, specialised operations and miscellaneous 
operauons Farming being for the use of the family or for purposes 
of marketing (and a commercial enterprise), these operauons are 
quite important Certain amount of planning is ato undertaken 
on the farm Some investment is also required in it, though this 
vanes from farm to farm For example, under cereal farming, the 
investment requirements are entirely different from those for 
specialised crops Irrigational farming is not a little different from 
horticulture and vegetable farming Dairy farming has needs which 
are distinct from poultry farming or cattle ranching All the 
operations are classified in a certain manner, depending upon the 
point of view underlying the analysis Agricultural operations, which 
have already been grouped as cropping enterprises, plantations, 
marketing and cattle enterprises, could also be classified as competiuve, 
complementary, and supplementary operauons This classification 
appears to be quite scientific There could be still another classifies 
tion We could group these agricultural operations as planning, 
preparatory substantive and follow up operations This is another 
point of view The agricultural operations may again be classified 
as a part time, or wbole-nme or home-craft and domestic ones It 13 
not our purpose to multiply the various classifications We shall take 
note of the more important ones The last classificauon doesn t 
have much connection with economic analysis. It looks at tne 
problem from a different angle It may be an improvement on this 
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if we classify these operations as proprietary, self-cultivational, tenancy 
sind co-operative. But this also is liable to confuse the real issue. 
For we shall discuss these systems of farming in a separate chapter. 
Without further hair-splitting we shall take up the two classifications 
we have recognised above and discuss the various agricultural opera- 
tions with reference to these two. First, we deal with these operations 
from the point of view of time and later on we shall analyse these 
-operations from the angle of routine. 

Time Operations: Competitive Operations. Under the heading 
* c time operations” fall three types of agricultural pursuits, which may 
be adjusted according to time. First come the competitive opera- 
tions which are those that require attention at the same time of the 
year. Such enterprises may be conflicting in their demands for the 
.attention of the farmer. The farmer has to pick and choose whe- 
ther this enterprise may be undertaken or whether another one 
because both cannot be fitted into the time-table of the peasant. 
The agriculturist, therefore, applies the principle of choice, as 
•discussed above, and prefers to undertake and follow that operation 
which gives him the greatest remuneration. These operations are 
mutually exclusive ; the pursuit of one excludes the undertaking of 
-another. Such instances are rather rare. For mostly the agricultural 
•operations do not fall in this category. Agricultural production is 
mainly joint production so that the growing of one crop may 
-actually mean the supplying of several commodities Still, it may 
be objected to that one crop may be grown, to the exclusion of the 
other operations. This may mean again that the farmer becomes 
specialised. Therefore, we have to admit that certain operations, 
like cotton farming, for instance, may mean exclusively cultivating 
one crops. Certain crops do demand complete attention from the 
farmer and it may become well-nigh impossible for him to take up 
other jobs along side, for the main enterprise may suffer. He has to 
think while choosing the type of operation that he likes to take up. 
What he should have to take into consideration is the facts of geog- 
raphy and economics, and pursue a job which, in his opinion, brings 
about the maximum net return. A word more in this connection. 
'Competing operations do not at all mean that they are whole-time 
-or permanent- jobs to the exclusion all others. 

Supplementary Operations. Enterprises may be said to be supple- 
' mentary when their demands for labour and equipment of the 
peasant do not conflict. These operations supplement each other 
in various ways and thus help to reduce, or even to eliminate the 
idle time of men and equipment as also idle land. Fallow crops, 
for example, are supplementary since they require little more labour 
than the fallow and provide tilth for the soil. Similarly, corn 
-and oats will be regarded supplementary. The work of cultivating 
-a corn crop does not clash with the jobs for oat cultivation. Small 
.grains demand the farmer’s labour just when he cannot be working 
-on the corn fields. These supplement the cereal crops in providing 
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employment and also provide a sort of a “ nurse crop” for the 
meadows Similarly, the clover harvests precede these and do 
not m any way overlap any other crop These enterprises are more 
or less supplementary Cultivation and marketing enterprises, too, 
may be regarded as supplementary, for one precedes the other Such 
enterprises are of economic significance because they bring about 
an adjustin'* 111 111 regard to equipment, machinery, labour and even 
land in their various employments These ventures are well 
integrated , and, from the economic point of view , supplementary 
operations should b** preferred to the competitive ones 
which are, to say the least, mutually exclusive It is happy to 
note that most of the enterprises on the farm are supplementary 
in their character, and can be fitted into the farmer’s time- 
tabl- one after the other Already, a search is made by the farmer 
for finding and discovering a happy and remunerative blending of 
those enterprises which may be supplementary and, therefore, more 
profitable It should not be understood that the competitive enter- 
prises are also supplementary, because they may also be taken up 
one after the other There is a distinction between the two The 
supplementary operations are such that while the preparation for 
the first has been completed, and the operation “set”, the second 
operation is started off, while the competitive operations are such that 
attention devoted to one is total and cannot be devoted to another 
Hence the supplementary operations may be undertaken, nearly 
simultaneously or may immediately follow one another, whi e, in 
the case of the competitive ones, the operations are so designed that 
when one is undertaken another one cannot be taken up 

Complementary Operations Enterprises may also be said to have 
a complem ntary relationship to each other Complementary relations 
exist when one enterprise or operation makes a definite contribution 
to another one In the case of these operations there is a definite 
help from each other Tor example, crops and livestock are frequent 
ly mutually complementary, as crops may provide fodder for the 
livestock and the livestock, in turn, may furnish manures and 
nutrients F or the crops Similarly, legumes help to bring up the so 1 
for the production of other crops in rotation and, in turn, receive 
protection from small grains when used as a nurse crop It is, how 
ever, not possible to subject these relationships to exact measurement, 
but these must be given proper consideration when determining 
what operations to include m a farming system in order that the 
maximum returns may be secured Incidentally* it may be stated 
that the complementary enterprises do constitute the chHf econom c 
reason for diversified farming Farming is mainly a part tune job, 
m the sense that the peasant has not to be busy all the year round 
He enjoys what may be termed gaps and recesses between the various 
crops The complementary operations are intensive operations 
which put the farmer to hard work and get the best out of his time, 
resources, labour, land and equipment These operations may bo 
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time-table. Tint come the preparatory opentions which are 
undertaken as a preparation to the mam and major farming enter- 
pnsesj then the enterpris- itself attracts the farmer’s attention, and 
last follow the subsequent operations which may be nccessar> 
in the winding up stage For a conscientious farmer, however, 
the planning stage also appears to be an indispensable one If* 
must look ahead of times and understand very correctly what arc 
the various punctuations m the farming routine We shall study 
these operations one by one and see how tins classification standi, 
•when tested on the touchstone of economic analysis The sequence 
analysis, as we have chosen to describe this particular division of 
agricultural operation, is significant because it provides us with a 
clue to the timing of the farming operations IVhile the above 
classification was mainly related to the simultaneity or otherwise 
of crops and other jobs, this classification concerns itself with the 
routine of the crop Needless to point out, that even in a competitive 
operation, some sort of time and sequence adjustments need be 
introduced, some planning and preparation may be necessaty for 
undertaking a specialised job, while certain follow up job or operations 
tray be indispensable before the next main job can be undertaken 
Similarly, in supplementary operations, the same routine may have 
to be followed w hdc m the complementary ones the same preparation 
may hold good for the various jobs and farming adds 

Planning Op rations Though not very apparent in actual life, 
planning stage is an important pre requisite to the main agricultural 
production It does not necessarily mean that every fanner sits down 
with pen and paper and chalks out, as if he were an academician or an 
administrator, a complete programme of the various agricultural 
operations and the manner in which they could be integrated into 
one another, but it only implies that even the most conservative, 
superstitious and unintelligent peasant does take mental notes of the 
routine that he has to follow and the implicauons of the same 
Every peasant plans, though thes™ plans may differ in regard to 
preciseness and detail Planning is an important pre requisite of all 
agricultural operations, excepting when thes* operations become 
traditional and are reduced to an unintelligent rouunc gov emed by 
•custom and superstmon The planning operations may also remain 
largely “invisible for the simple reason that the farmer may under 
take them m the off season or while he is not at work and may not 
apparently devote much of his time to the planning stage Stiu it 
must be conceded that if planning is wise and detailed, the pitfalls 
•which may arise m the pursuit of agricultural operations (and there 
.are slips for obvious reasons), may be avoided or even eliminated 
While planning his rouune, the agriculturist takes stock of alt ha 
resources, human and material, present and potential, and the 
various uses to which they can be put and the different ways in whtcfl 
they can be employed Although conspicuous by its absence m the 
^primitive and under developed economy, (where agriculture has been 
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reduced to a mode of living and has become already a superstitious 
routine), the planning stage still occupies an important place in the 
transitional and the advanced economies where either the planning 
authority, or even the individual farmer thinks, ahead of the active- 
operations, with a view to maximising the output, improving their 
efficiency and eliminating all avoidable wastes. 

Preparatory Operations. Next rank the preparatory operations 
which are in the nature of preparation for the main agricultural 
enterprise. These operations are quite “visible”, very pronounced 
and prominently placed in every agriculturist’s routine. In cultiva- 
tion, they refer to the pre-sowing period ; in cattle rancliing, they 
refer to the breeding stage ; in dairy farming they refer to the 
selection of the milch cattle and their anticipated yield ; in horticulture 
they refer to the planting stage ; in short these operations are very 
essential to the succeess of the main pursuits. Agriculture is a 
complicated job and one which requires careful understanding of all 
the stages of production. Farmers must know what type of prepara- 
tion is necessary for the productivity of a certain crop, or better yield 
of a certain breed, or better productivity from certain plantations.. 
In plantations, for example, these operations are undertaken at each 
season, spraying the plants against the onslaughts of pests and 
insects is of the nature of a preparatory operation. Similarly, treating 
the milch cotvs against certain diseases is also of a similar character. 
A judicious selection of these preparatory pursuits enables a farmer 
not only to increase his productivity and improve his efficiency but 
also to eliminate waste or at least reduce it considerably. These 
operations are not peculiar to the more advanced among the farmers, . 
who may be better equipped with scientific knowledge and thus be in 
a stronger position to effectively carry out these operations, but they 
are also common among peasants in the backward regions who do 
not have either equipment or knowledge, but still do some 
preparatory works even though of a crude and elementary type for 
successful farming. Much of the farming efficiency depends, it is 
admitted on all hands, on the -wise and correct selection of the prepara- 
tory pursuits which can strengthen not only the major jobs but also 
the contributory and minor ones, which in turn may prove to be of 
an essentially complementary nature. 

Substantive Operations. The substantive operations are those 
which are the main jobs in the agricultural pursuit. For example, 
dairy' farming may be a substantive operation, if the farm is of such a 
type that greater attention is paid to this pursuit.. Similarly, sheep 
farming may become a substantive operation if the purpose of 
agriculture, in so far as the peasant is concerned, is that of wool 
raising. Substantive operations are the major ones, and are those 
for which the preparatory and the planning stages have been the 
essential preliminaries. In cultivation, for example, while the pre- 
sowing period may be regarded as the preparatory stage, the actual- 
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seeding, winnowing, harvesting and threshings can be regarded as 
the substantive operations It is not possible to draw a hard and 
fast line between the preparatory and the substantive pursuits, for the 
simple reason that the former shade into the latter A line could, 
however, be drawn between the planning and the preparatory jobs 
in the sense that the former relate only to the paper stage and are 
therefore, * invisible while the latter are actual tillage or agricultural 
pursuits, which are quite “visible A similar differentiation is not 
possble between the preparatory and the substantive operauons 
It may not be possible to tell where the preparatory ones end and 
where the substantive ones begin Nor is there any use of such a 
differentiation Suffice it to say that the substantive operations need 
more of a farmer s attention and require a lot more of his labour 
They are whole-time operauons, even for those engaged in spare- 
time farming It is quite poss ble that one substantive pursuit may be 
undertaken when another preparatory one is being attended to for 
another agricultural job The raising of fodder crops though by 
itself a substantive operau on, if viewed from the angle of cultivation, 
may turn out to be only a preparatory and preliminary job for cattle 
ranching This often happens in the case of supplementary operauons 
where one operauon is anucipatory (and preparatory) to the other 

Subsequ nt or Follow up Operations These operations are usually 
bghtly treated and given an insignificant place m discussions of 
Agricultural Economics But much insignificance need not attach to 
these pursuits In the competmve crops, for example, the so 1 often 
gets so exhausted that followup operations become necessary In 
the supplementary pursuits, too, one operauon is merely of the nature 
of a subsequent operauon though m itself preparatory to another 
Weeding, cleansing and other similar operations are only subsequent 
to certain substantive ones If wisely undertaken, and correctly 
timed, they are useful because they retain soil fertility and do not 
let agriculture suffer Calving, for example, may be subsequent to 
breeding, though preparatory to milking and dairying These opera 
tions are also indisunguishable from the preparatory ones as is clear 
from the examples just, cited But, in complementary pursuits, for 
instance, in mixed cropping and diversified fanning, the subsequent 
operations occupy a fairly important place because they are essential 
for the correct disposal of the crops In this sense, the marketing 
assignments are also of a subsequent nature, and the follow Jp ones, 
the major cultivauon programmes But, appropriately speaking, it is 
the storage of the harvest that can be regarded as a follow up opaa 
tion to the main agricultural process. Certain processing jobs can also 
be regarded as subsequent operations, subs quent , but essentialy to the 
mam pursuit for instance, the processing of mutton is essential to beef 
farming though a subsequent one in itself Examples may be mu'u 
plied of similar situations It need only be pointed out here that the 
•chain of agricultural pursuits remains incomplete if the subsequent 
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tions The productive ones are those that result in some concrete 
production on the farm, as for example, sheep-farming, crop-growing 
and horticulture All these operations, (that is to say all the opera 
tions that are usually in the peasant a time-table), are the producuve 
ones. The wise farmer only takes up the producuve operauons and 
does not waste either his resources or his tune on the unproductive 
or the wasteful 01 cs All the supplementary, compeuuve and 
complementary ones are to be included in the list of the productive 
operations The unproductive operauons may include either the 
directly producuve or the indirectly (remotely) productive enterprises 
In the former category may be listed the culuvational tasks, while 
in the Latter category would be included the jobs relating to drainage 
or irrigation All those jobs, (and there are many such 
odds), that are aimed at improving tne business of farming could be 
described as producuve, directly speaking and remotely speaking 
There are also unproductive tasks that the peasant has sometimes 
to undertake in the course of his business For example, most 
of h s social obligations that he has to discharge are unproductive 
Even his private duties, relating to his family, as for 
example, the budding of his homestead, is also not producuve 
from the stnctly agricultural point of view, although these jobs 
must also need be undertaken But the construcuon of a 
storehouse could not regarded as an unproductive work, for 
this is an essential job from the farming angle The wasteful enter 
prises arc also a part of the peasant’s life, especially in the backward re- 
gion For instance, m these communities, litigation and other 
similar preoccupauons are of a wasteful nature A good farmer 
would aim at the elimination of the wasteful operations, and the 
muluplication and the intensilcation of the producuve operations, 
while he would colour his life with leisurely and rccrcauonal pur 
suits which, in the light of the above classification, could 
be placed under the group “unproductive* The unproductive ope- 
rations may be essenual in order that the peasant ma> live fulsome 
life 

Farm Cultivation Cultivation is easily the most important of 
the agricultural pursuits In fact, it would be incorrect to say that 
agriculture is synonymous with an> thing but cultivauon and growing 
ol crops Tillage, as agriculture is often described, is the main occu 
pation of the rural population Cultivation, in the broader sense, 
may include the growing of crops and also the plantations, though 
as pointed out above, the plantations are not a little different from 
crop-growing, which are annuaf ana’ seasonal operation* In the 
matter of crops-selection, the peasant will be guided by thepnn 
ciple of choice He shall take into considerauon what crops would 
yield him greatest value per acre But this is not the only isolated 
factor that he must consider, he shall be guided by the cost price 
ratios what investment will bring forth what production, and wbat 
revenues. A conscienuous fanner will also be mindful of the natural 
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limitations of his lands and soils, for the most remunerative crops 
may not admit of cultivation on that land, and therefore, may have 
to be ruled out of all practical considerations. Theoretically speaking 
the crops that require the same amount of labour and equipment 
may be compared on this basis. Again, only those costs and returns 
which are affected by choice, need to be considered and not all the 
various costs and returns. Such crops may be compared on the 
basis of the net profits per acre. Further comparison may be done 
when the differences in costs and returns are known, for the common 
items of costs-Iabour, rent hire charges, etc., etc., may cancel 
each other and need not bother the peasant in his calculations. Com- 
parison is thus facilitated, and the farmer acquainted with 
labour and material requirement is able to compare the prices 
and yields of the crops. Added to the above is the general 
pattern of the farming routine, into which the crops under 
selection should fit in. If, for the sake of fitting in a certain crop, 
anticipated to be very remunerative and profitable, the peasant has 
to disturb his whole programme of agricultural production, he would 
not like to go out of the way to select that crop, lor the reasons 
noted above. And then the major crops have also a preference 
over the minor ones, which can be sacrificed in the interests of the 
major ones. Most of the farming today is diversified farming and 
not the cultivation of isolated crops; but more of this later. 

CHOICE OF CROPS 

In all these calculations, various bases for comparison may 
be used ; for instance, the net return per man-hour may be one 
basis. This basis may be used where the crops under selection 
require more labour and more intensive work provided the 
crops under consideration, conflict at all stages and call for the same 
type of intensive work. But when a larger amount of labour is 
demanded on one crop at a time when there is no demand for labour 
on another crop, (that is to say, the two crops are in rotation), a 
serious difficulty is introduced in comparisons. No allowance is 
made for minor enterprises and calculau'on becomes all the 
more difficult. The use of profits per acre, as multiplied by the 
number of acres that a man may be able to work upon efficiently, is 
another basis for comparing the relative profitability of crops. But 
this method, too, is open to objection on the ground that no allowance 
is made for the interdependence of crops as between themselves. 
Therefore, it becomes all the more necessary to compare profits 
arising from a single major and competitive crop with those arising 
out of mixed cropping. But again, the effect of each cropping system 
upon the maintenance of soil fertility is also an important factor to 
be reckoned with in these calculations. The selection of cropping 
enterprises is dependent upon the nature and character of the soil, 
the limits of the peasants’ resources and the equipment that he can 
utihse for these operations. Crop selection is the resultant of all these 
factors and forces that operate in the farmer’s calculations' and are 
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operative on the farm We may, therefore, conclude that there 
•could be no single method of arriving at the best possible selection 
nor any ruJe-of thumb to guide the peasant, howsoever calculating, 
conscientious or enlightened his approach to this particular 
problem may appear to be It is only where a number of 
cropping operations require approximately the same amount of 
labour and equipment at the same times of the year and fill essen- 
tially the same place in his programmes, that the problem gets rather 
simplified But where the two conflict and the increase of the one 
is only possible at the cost of the other, various factors, forces 
and considerations outlined above, could at best be only an aid to 
passing more correct and balanced judgment To sum up, the 
problem of crop-selection is a complicated one 

Specialised Farming Turning our attention to a description 
of the various farming systems, we find that there are as many as 
three categories specialised, drjersifisd and mixed This classification 
stresses the production aspect of culuvation We shall have occasion 
to refer to another classification below from the stnctly economic 
point of view Needless to discuss the relative merits of the two 
systems of classification the relative advantages would be evident 
as the argument develops We shall take up first classification 
first Turning our attention to this, we find that specia 
hsed farming is not the rule in agriculture Specialised farms 
may be devoted to the growing of a single crop, t g potato, 
cotton or wheat, etc These farms may be of the peasant proprietor 
type or may even be under joint management Crops may come in 
rotation, but the fact remains that farming is devoted to one crop at 
one time or in one harvesting season Mostly, the farm, or the unit 
of farming, is the large scale, for if it be the small scale, it would be 
not so remunerative even to provide subsistence to a single family , 
but no hard and fast rules can be laid down, nor any generalisations 
made. The crop that is selected for tillage is the one that is most 
paying from the point of view of remuneration, and consistent 
with the limitations imposed by natural and physical factors 
It is possible that the soil may be of a specific nature and 
Clay not permit of any other type of cultivation In that case it 
would not be possible to bring about any shifts in croppage 
Once planned, the remaining operations follow, without much bother 
to the peasant Attention is only to be devoted to one crop and not 
to many The advantages of expert knowledge accrue both to the 
peasant and the produce Better concentration is possible and the 
specialised type of machinery could be employed for cropping 
and the followup processes Emphasis could also be laid on the 
improvement of the quality of the produce, and if it is a large farm, 
there could also be scope for experimentation and research But 
there is the seamy side, too, the total dependence of the peasant on 
one single crop might mean his utter rum m times of some natural 
calamity, or the prevalence of a disease in the crop, or in the event 
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of a fall of price of that particular crop. Probably that is why 
“ mixed farming ” is in vogue these days. 7 

Mixed Farming, By this type of farming, the fanner puts his 
eggs in as many baskets as possible. He does not cultivate only one 
crop, but grows on the same plot of land as many crops as he can. 
This may be done by resorting to methods of supplementary crofn 
ping, or more usually, complementary crops. Even if one crop fails 
the peasant can depend on the other farm products and crops. 
Several benefits accrue from this practice. Fullest use is made of the 
soil and the completest possible assortment of crops is cultivated by 
the peasant. Mostly these are complementary crops that are grown 
■or the crops that are nearly simultaneously grown, even if they be 
of the supplementary type. The problem that faces the fanner is to 
find out the most profitable crop- combination, consistent with the 
technical possibilities of cultivation. The principle of comparative 
advantage may be followed. Comparisons will have to be two-fold : 
the relative advantage of crop-combination in the same region 
and the relative advantage of the products in the competing area. 
True, comparative advantage is indeterminate, until these two sets 
of relative advantages are compared with each other to calculate in 
which the ratio of advantage is the greater for the particular crop- 
combinations. There are other determinants, too, the resources of 
the peasant, the availability of resources and the outlook of the 
farmer, as also soil conditions. It seldom happens that the par- 
ticular farm has such a clear advantage that the other farms may 
remain out of competition. Again, the quantitative aspect must 
also be taken into consideration, for the wise calculating farmer 
must make an intelligent estimate of the quantity of each crop to 
be produced. It is especially true of mixed farming crops, which 
go in rotation. The complementary, supplementary', joint-product 
relationships as between products and operations must be weighed, 
in addition to the usual well-known considerations of climate, soil, 
•distance from the market, labour supply and managerial and entre- 
preneurial skill. The comparative advantage may be calculated in 
terms of gross return per acre, net cash return per acre, 
met cash returns per man-hour, or net returns on the business. 

Diversified Farming. The system, “diversified” farming, 
is said to obtain when the farmer gets his income mostly 
from two or more crops or operations. The most advantageous 
•operations are combined with cultivation, in order to maximise 
the income of the peasant. Certain advantages are expected 
from the diversified system of farming. A longer time of 
employment is there : labour, equipment and even land are more 
fully utilised and more completely employed. Also, the fertility of 
the soil is better kept in balance, if instead of one crop or operation, 
two or three crops are grown in succession or two or more operations 
.are undertaken one after the other. We saw in the second chapter 
.{Modern Farming), that certain crops in a certain order in rotation 
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would serve 10 improve the soil structure and the productive 
capacity Legumes, for instance, transfer atmospheric nitrogen 
from tine air to the sod Similarly close-growing forage crops reduce 
erosion and add much needed organic matter when the)' are 
ploughed under. Certain crops may also be regarded as “companion 
crops”, for example, the oats and alfafa These crops fall under 
the category of “complementary” crops More certain sources of 
income are secured if the farmer resorts to diversified farming 
dependence on a single crop is reduced Many farms have a 
variety of types of land and soil conditions which are better 
utilised if several crops are grown, each best adapted to a particular 
sod A part of the soil may be dry and the other part may be 
well irrigated, both the t)pes could be uuhsed if diversified farming 
were the rule and the practice Some farms can raise two or more- 
crops a year on the same land and the advantage of diversified system, 
is very obvious Diversified farming may also mean some losses, 
in that the farmer’s attention may be diverted into many channels, 
without concentration in any single one, the result may be that 
all the different cultnational operations may suffer, unless the 
peasant is experienced and able to manage diversification in 
agriculture and cultivation Multiple-crop farming is thus, 
preferred to single-crop farming, or even to single-harvest cultivation, 
on a mixed type Diversification may also be there in point of 
location this means that there is a greater locational spread in 
this business, farming is not concentrated in one place 

Multtph Farmirg. Closely connected with the above is mltiplf 
farming, which needs be distinguished from the diversified t)pc 
While the latter relates to either the diversification of farming 
(adverted to in the last paragraph), or to the diversification of the 
culuvational operations, as for example, many crops raised on the 
same farm, / e many crop-combinauons on the farm, the former 
describes that sjstem of farming that has on it several agricultural 
operations, like culuvation, stock breeding and horticultural 
operations, all combined on the same farm This type may also 
be termed as “combtned" farming Several combinations of 
different agricultural operations may be thought out, feed and 
livestock farming, crop and livestock farming, crop-feed livestock 
farming, vegetable-crop-feed livestock farming, and vegetable- 
fruit crop-livestock farming etc , etc The advantages are similar 
to those arising from diversified and mixed system, though on a 
very much extended scale Widest possible employment is thus- 
afforded to the farmer, who may also combine certain subsidiary 
operations to the mam farming and dairying operauons On family 
farms, and especially in the case of those who have a large number 
of dependants to support, multiple-farming is the most appropriate 
system m vogue, for it provides an opportunity for extended 
employment to nearly all the members, and avoids over-cmwding 
on the farm, and also continuous jobs, well integrated and well knit as 
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between themselves. Even under subsistence farming, the adoption 
•of multiple farming will go far to help the peasant in affording 
•him several avenues of remunerative occupations; and thus may 
inflate his income, provide him with another string to the bow, 
and invest him with more stable sources of revenue. But, it may 
be pointed out that it requires extra-hard effort and energetic 
input on the part of the peasant that multiple farming could be 
successful and also remunerative enough to compensate him for 
labour put in. A certain amount of judicious selection of the 
various operations is also an essential prerequisite to the practice 
of multiple-farming. The most remunerative combinations have 
to be chosen and then wisely put through. On the other hand, 
if a slight mistake is made either in the choice of operational 
combinations, or in the methods of their implementation, the 
peasant will find all his work a failure, and his input wasted. 

Subsistence and Family Farming . Another way of looking at the 
same problem of farming and cultivation is that from the point of 
view of income. We have a classification ; subsistence , family and 
surplus farming. Though not strictly related only to agriculture, 
(for in these types, multiple and diversified farming may 
be the usual practice), still, simply because of the fact that we shah 
have to refer to these types of farms time and again, it is proper that 
we understand what these terms connote, without trying to implicate 
ourselves in the problems attendant thereupon. Subsistence farming 
is mainly concerned with providing food and shelter to the cultivator 
and does not give him anything more than bare and very essential 
necessaries of life. This is usually practised in the backward economies 
or even in the transitional economies, where the pressure of population 
as high and the availability of land rather low. The resources of the 
farmer are quite meagre and he is unable to afford the improved 
technique of farming. Usually this type of farming is tenant- 
cultivation with the prevalence of rack-renting. An improvement 
on this system is that of family farming, which is the next stage of 
agricultural evolution, brought about by a welfare state conscious 
of the good of agriculturists. To each family is given land 
sufficient to ensure to them living at a modest level. Often, these 
units are indivisible, and the farmer, with resources, larger than the sub- 
sistence cultivator, resorts to multiple cultivation, in his search for 
maximised income and fuller employment. Thus peasantry 
is a little better off than in the case of subsistence cultivation, 
when they are just on the level of bare subsistence and can 
ill-afford to effect any improvement on the farms. Then there 
is the category of surplus farming, under which the cultivator has a 
■disposable and marketable surplus, though it may not be large 
enough. Farming may tend to become a little more specialised ; it 
may be the stage of mixed farming as described above. And the 
last stage is “commercial”. Production and cultivation 
are carried on only for the sake of marketing and the 
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system may become highly specialised and scientific The unit of 
agriculture may also tend to enlarge In most of the advanced 
countries, this type is prevalent 

Modem Mechanised Farming The above description would remain 
incomplete if we did not recapitulate the main trends in modem 
cultivation and did not make a mention of modern mechanised 
cultivation The modern system of cultivation is not the subsistence 
type , it is surplus and commercial farming, with a view to produc- 
ing for the whole community and the market, and not for the self or 
the family As detailed above, in the chapter on Mod rn Farming , the 
present day farming is undertaken on scientific lines and farm- 
management has already become a specialised subject of study and 
practice Under “free economies”, the large estates are being broken 
up and the system of peasant cultivation is Leing encouraged, m 
order to promote mixed and multiple farming and to widen 
employment opportunities, in the country-side In the regimented 
economies, however, larger units of cultivation is still the rule and 
cultivation of a specialised nature, for often the economy ts 
so much planned and co-ordinated that the problem of fighting the 
menace of unemployment in the rural regions does not very much 
bother the state But, leaving aside the primitive and backward 
countries, the trend is towards mechanised and scientific farming 
From the above discussion, on the economics of cultivation, it is 
clear that, in view of the advantages accruing from the systems of 
multiple and mixed and diversified cultivation, these systems are 
coming into vogue Agricultural cultivation is getting more 
and more diversified, if only to reap the largest harvest out of the 
soil The ends in the sphere of cultivation are no longer to provide 
subsistence either to the farming community or to the nation at large, 
but the wider interest of stabilising the economy and providing the 
fullest possible opportunity for the diffusion of employment is what 
the agricultural policy of an enlightened state aims at, and cultiva- 
tion is made subservient to this end In the light of this, the 
natural consequence would be the change brought about in the 
complexion of agricultural tillage In short, it would be correct to 
say that subsistence farming is disappearing and yielding to family 
farming in the backward regions, while multiple and diversified 
systems of tillage are being adopted alongside, m the advanced 
regions the trend is towards commercialised farming and specialised 
cultivation is being adopted 

Ffanfations. Plantations are simifari’y situated as the onAwarj'' 
crops are And similar categorisation may be done in this, too 
From the standpoint of the agriculturist the main difference is in 
the life-span A fruit tree does not come into bearing for a few 
years after it is planted , its yields are rather low at first, then they 
rise to the maximum, stay there for some time and later on decline 
until the tree is dead or is removed Fruit and nut-growing are 
truly long-range enterprises, each tree going through a lifecycle 
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resembling that of a man. Climatic requirements are more rigid 
in the case of the fruits than for any other crop. Apples could only 
be grown in certain climates and soils. Fruit farms are 
truly specialised farms. But there are certain good points, too. 
They utilise but very little land and, comparatively speaking, are 
very productive. But they have a high investment per acre, both in 
terms of money and waiting. Again, the fruit farms have 
very little livestock requirements ; they have usually a cow or two 
for the needs of the farmer-planter. Fruit farms, even the 
smaller ones, hire relatively larger man-power : their labour 
requirements are comparatively high. At the time of harvesting, 
a great deal of hand labour is needed, though for a short time. A 
similar cultivation-farmer may -well be self-sufficient, though the 
fruit farm may need a dozen helpers, And there is very little 
prospect of mechanisation in the field of horticulture. Spraying, 
pruning, thinning and picking, all these operations require hand 
labour, which is usually engaged on piece-work basis. Similarly, 
in tea and sugar plantations, the requirements with regard to labour, 
usually, are inadequate; the way in which forced labour was 
recruited by the European planters for their plantations is notorious 
for the harshness of the measures adopted by them. In the 
plantations, the supplementary crops do not very much thrive. The 
problems are also not a little different from those of the cultivation 
farm ; the fertilisers have to be selected with an eye to their specific 
use for the particular plant. Also, adjustment in regard to the 
price-cost rations is rather difficult to be attained, for in the periods 
of remunerative prices, if the plants are grown, they may fruit only 
when the lower prices prevail ; sound judgment is very essential. 

Vegetable Farming. Crops similar to fruit crops are vege- 
tables. Such farms offer a wider assortment of species than the 
fruit farms. Part of the vegetable farms grow only one or two 
varieties, but others grow a larger variety of vegetables. It is 
mostly mixed farming that they practise on these farms. The 
purpose behind this practice is that peasants want that some 
produce keeps going to the market. Also, many more farms grow 
vegetables for home use than grow fruit ; vegetable gardens attached 
to family-residence are very common. Of course, it is the easier 
and better variety of the vegetables that are grown on family 
gardens. But such crops are not very important from the economic 
point of view, for obvious reasons. These vegetable farms can also 
shift from one type of production to another rather quickly. New 
areas come into production soon enough, and the older ones are also 
displaced in the same manner. Similarly, there are shifts both in 
regard to location and production. Another characteristic is that 
they are not large-scale farms. They tend to be located near 
cities and other urban areas, or on lands of high economic capacity 
if not natural fertility. Vegetable-gardening, as this form of cultiva- 
tion is known, is also maintained at a high level of tilth and fertility. 
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These farms also hire a lot of labour, if production is undertaken 
for the market Both the growing and picking of vegetables 
require much hand labour , these farrr s may be popularised in over- 
populated regions, for they will tend to ease the pressure of population 
by providing wider employment Especially, harvesting is a hand 
operation These farms have relatively small acreage and, therefore, are 
intensively operated with much labour and materials combined with a 
small area of land The decisions m regard to selecuon and sequence 
of crops are very much subject to climatic and seasonal hazards. 
To bring the produce to the market at the right time also requires 
careful planning Diseases and pests are very serious problems on the 
vegetable farms Varieties and producuon pracuces change fre- 
quently, so the successful grower must be constantly on the alert 
The markenng problem is also acute for the vegetables are highly 
perishable goods , they seem to have only a market valuation The 
problems of storage and processing face the distant and out of the- 
way grower Grading, and packaging are also other issues 

LIVESTOCK 

Livestock is an important accessory for the cultivator. 
Even for the ordinary peasant farmer, livestock provides the power 
necessary for the common cultivations, while the cows and buffaloes 
yield milk for the family Meat and other animal products are also 
useful to the peasant In the purdy agricultural operations, the fanner 
receives the valuable farmyard manure to provide nourishment to the 
soil In the backward countries, parucularly, cattle are an import- 
ant source of assistance to the peasant , they carry his produce to the 
market, help him m ploughing, and other farm operations, and 
also give him food But in the developed economies, too, cattle area 
useful adjunct to the farming routine, for haulage and food purposes 
Cattle are, therefore, important in all economic systems, even though 
modern machinery has tended to replace them to a large extent 
There may be livestock farms of a very specialised nature, or 
feed and livestock farms, or crop-and livestock farms We shall 
discuss, in rather details, the different characteristics of each, 
after we have discussed the basis of selection of the live-stock farming, 
from the theoretical point of view The cattle have twin advantages, 
they convert their feed into useful food and energy so essential for the 
fanner Broadly speaking, dairy farming, poultry farming, sheep- 
farming, cattle-ranching, are all to be included in this category of 
'‘"•'cattib rfrrrrnrrg-” TiYiasr csrceir pnxtwxs' av .tcv* in 

milk and other dairy products, but also to wool, eggs chicken, fat, 
lard, hides, leather, bonemeal, mutton, beef and other similar 
produce Needless to point out that cattle are an Important 
asset to the economy if wisely used, but if not correctly used, they may 
prove to be an evil and a burden, consuming away the vital resources 
of the economy, as in the case of India, which has the largest 
number of cattle, but the lowest amount of dairy-products, 

niggardly quantum of leather producuon, and negligible production 
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of meat and mutton. One advantage with cattle is that these 
would nearly always fit in any climate in which man could live 
-also the soil limitations do not matter seriously for the cattle farm! 
-Feed and fodder crops could as well fit in with the rotation of crops. " 

Choice of Livestock. Different classes of livestock use different 
hinds and amount of labour, feed, pasture and other resources. Beef 
.and dairy cattle consume a greater variety of fodder than do pigs. 
This “industry” comes into competition with the production of 
-crops. Time has to be distributed between crops and the cattle. 
And then, initially speaking, the peasant, especially the one who 
wants to go in for the specialised type of cattle farming, has to incur 
.rather heavier costs than the one who is to be engaged on the 
•ordinary cultivation. This is an important consideration in the 
field of cattle farming. The objective in the selection of livestock 
'enterprises is to secure the most profitable utilization of home-grown 
.feed, pasture, and labour, in order to maximise his margin of profits, 
•over a number of years, for the life-span of animals chosen. In 
-case this industry is “supplementary”, and the farmer has not to spend 
-any extra-time and resources on this, he has only to decide whether 
the additions to his total net returns resulting from the transformation 
-of the various crops into animal products are enough to compensate 
him for extra efforts, energy, time and capital invested. But if 
the livestock industry encroaches upon resources, material and 
human, required for crop production (that is, when the two are 
“competitive”), the problem is that of deciding whether he should 

• concentrate on his cultivation and sell his crops or convert them into 
animal products for purposes of marketing. The problem is similar 
to that of selecting the crops, and the clue is provided by identical 
principles. Another consideration is that the yields on stock 

ifarms are usually higher than on grain farms or equally good farms 
of equivalent fertility. Again, in deciding upon whether he should 
keep cattle, pigs, sheep, or a combination of them is determined by 
the kind of feed at his disposal, the relative prices he can secure for 
the different classes of livestock products, the way in which the 
•.resources on it can be utilized, and the limits imposed thereby. The 
personal likes and dislikes of the farmer also matter in determining 
his choice To sum up, expenses and income alone do matter in the 
; selection of cattle enterprises, by products and their utilization vis-a-vis 
these enterprises are an important consideration, too. 

Different Types of Cattle Tarms. Let us now enumerate diffe- 

• rent types of cattle enterprises. Firstly are specialised livestock 
ifarms, which specialise in one or two cattle enterprises. ^ The special 

advantage lies in the fact of their specialisation, like mutton or 
’beef, etc. In this category ate included dairy-farming, poultry 
farming, cattle ranching and sheep farming. Various considera- 
tions do vary with each enterprise, and depend upon the nature 
;and character of the same. In dairy-farming, for instance, the 
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chief factors to be considered are the milk yield of cattle, their 
milking period and breeding potential In sheep farming, the 
peasant shall exclude all considerations of mutton yield of the- 
sheep, but will concentrate upoi the wool bearing marino type 
Similarly, in the sphere of poultry farming, the mam considerations 
will be that of egg and chicken production and provision will 
have to be made for better productivity in this respect In cattle 
ranching, considerations governing the enterprise would concern 
themselves with greater m-at and mutton production and the follow 
up industries related thereto Next, we underline the mam 
characteristics of the feed and livestock farms The mam problems, 
concern themselves with the production of the feed, fodder ard 
pasture crop with a view to providing the same for cattle, on a 
self-sufficient basis Controlled grazing, adequate fencing, supple 
mentary forage crops, improving the mixture of pasture crops and 
contour ridging of pastures on slopes to collect water and prevent 
erosion are some of the problems that face the farmer Analysing 
the factors underlying crop-livestock operations, we find that this- 
type combines significant amounts of cash crop and livestock pro- 
duction This has the advantages of a fuller employment 
of land, labour and equipment, stability of income and lessening 
of the disease hazards But there are also some dements 
of the system, exceptionally unusual skill is called for in this 
type of enterprise and then the marketable surplus may be too- 
mcagre to be remunerative But the flexibility of farm enterprise 
and possibility of its adjustment to the vicissitudes of weather 
and market, is an overwhelming benefit arising out of this mixed 
op-ration In short, this particular variety of farming is most 
remunerative 

Marketing Next xn importance rank marketing operations 
Since the days of subsistence farming are now over, and farming, 
mostly on a surplus level, the produce b“ing disposed of m a 
suitable market, these op*rations have become well nigh significant 
These markets may be local, regional and national , or the other 
grouping may be primary, secondary and final markets Different 
produce is grown for local markets, only the perishables 
would be consumed there without loss of value, e g veget- 
ables But for the regional markets, the productive efforts of the 
farmer may b“ div*rted into rather different channels, he may 
produce thos- commodities that may have a greater durability, e g 
fruit, meat, cereals, etc But the national and distant rnancets 
may influence the farming activity in a different manner, he ma> 
produce goods of a standardised variety and may resort to grading, 
etc With the development of means of communication and 
transport, however, th“ farm“r has become b tter equipped to dispose 
of even the perishable produce in distant markets At the same 
time, storage facilities are bnng extended by the national state agen 
cics , and this also goes to improve the marketability of his goods 
Still, the process of adjustm-nt of the farm produce to the changing 
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market conditions is rather a complicated phenomena, and often 
mistakes are made and the process of adjustment gets rather difficult. 
Coming to the second classification, we find that the primary 
markets relate to that elementary stage where the farmer markets 
his produce. It may be said to exist in the village, where the peasant 
has often to dispose of his produce to the local money-lender, or 
where the A/'hatia (the whole-saler’s agent) or the petty-stockist may 
purchase his crops, harvested or standing. The secondary stage in 
this business of marketing comes when the petty dealer in the village, 
shopkeeper-cum-moneylender, resells the produce in a bigger urban 
market or to the wholesaler ; in this the farmer seldom enters, it is 
only rarely that the ignorant and poor peasant bothers himself to 
the regional markets. The final stage may be said to have set in 
when the same produce, raw or in a processed state, is sold to the 
final consumers either direct by the wholesaler (as to the factory 
owners or to the foreign dealers) or through the agencies of the re- 
tailers. In the first stage, marketing concerns itself with procure- 
ment, in the second stage, to stocking, and in the final to 
retailing. 

Miscellaneous. Under this heading, we group several agricul- 
tural operations, mainly of an indirect nature. This may include 
keeping of farm account and records, book-keeping and inven- 
tories, surveys and returns ; all these have to be maintained by the 
peasant who aims at scientific management of his farm. The peasant 
has to be extra-vigilant, if only because of the complicated nature of 
his enterprise and the way it depends on the inclemencies of weather. 
Tie need analyse his cost-return accounts and records in order to 
discover the trends in his business and sample surveys may have to be 
conducted in order to arrive at quick conclusions and decisions ; 
these arc mosdy conducted with the aid of expert agencies. A 
.good system of records would go far to indicate the main trends in 
the farm revenues : these records may be in respect of his farms, 
livestock, pasture and labour, and, above all, his revenue returns. 
(Operating statements may be necessary for clarity of understanding 
-and for correct analysis of the situation : these statements may relate 
to various transactions on the farm, to expenditure and receipts, 
to various inventories and above all to operating costs and net 
worth. Other similar activities may concern them with activities 
related to the financing of agriculture, securing that finance at the 
'cheapest rates and from the best agencies. The valuation of farm 
properties is a connected operation : he shall have an appraisal of 
'the market value, the loan value and, finally, arrive at the true 
' assessed value of the farm, livestock, orchards and feed. Selecting 
-'a. farm may also be put in this group ; this may involve him in a 
- study of the real-estate market with a view to knowing the farm prices, 
rle shall also take the various factors into consideration, for example, 
' oils, topography and climate, as also the problem of location. But 
’•(vith most farmers, their farms are hereditary. The planning of 
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buildings, residential and farm, and carrying out the farm soil 
•surveys, are also allied activities In addition to all ths 
the farmer must also know how to secure, to the best of ha 
advantage, the fullest assistance from the state, public and voluntary 
agencies , make use of the latest in the technique of agriculture 
- an “ 'l 3 research , uulise information relating to his business 
-and above all, to plan his work within the frame work of law * 


SUMMARY AND CONCLUSIONS 


jn this chapter we discussed the various aspects of agricultural 
•operations In the preliminary secuon, we saw how the principle of 
•choice works out in practice, and in what manner the adjustment 
•of cost price relationships is carried out in the sphere of agriculture. 
The agricultural operauons were grouped under various headings, the 
more irnport an t ones being compeutive, supplementary and comple- 
mentary, and the planning, preliminary, substantive and subsequent 
operations. We discussed each one in rather details Next, 
we discovered how this principle of choice applies in the spheres of 
farming and cattle-operations Farming and cultivation were 
■dealt with under various headings and groups In livestock 
farming we outlined the various types of the same Marketing 
operauons and the miscellaneous ones were also given a descnpnve 
treatment in th» chapter Under the heading, “miscellaneous”, 
several allied operauons were outlined, and these may well be 
regarded as essential to the success of agriculture One thing 
that needs be stressed here is the personal factor in the business 
of the agriculturist, t e his personal likes and dislikes, aputudes and 
sentiments The agriculturist’s personality is of paramount 
Importance to the nature, character and type of his pursuits. An 
•enlightened farmer will take to agriculture in a very scienufic 
manner, and would deal with every problem on its merits. But, 
on the' other hand, a conservative, supersuuous and ignorant 
peasant would only be content with carrying on his pursuit in the 
traditional manner, without weighing the pros and cons of the 
issues that face him from time to time That is why, in this 
concluding section, we have set forth in rather emphauc terms, 
the significant place that the “personal factor” occupies in the 
business of farming Secondly, we must also round off thu 
discussion with stressing the importance of the financial resource 
of the farm, even in the event of deficiency of certain material 
and human resources, the fanner could very well pursue his calling 
quite efficiently, if he has no dearth of financial means. But tha 

is rather a difficult matter, for the farmers, all over the world, 
-have characteristically a very low staying power and meagre finan- 
cial resources, though these could be substantially supplemented 
by state, public or the private agencies, as far as possible. 
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AGRICULTURAL SYSTEMS 

Agriculture— Operations and Systems : Their Relative Significance . Inter- 
farm Organisation— Family Fanning : Scattered Farms and Their Patterns : Com- 
pact Tillage: Settlement Type: Decentralised Variety : Integrated Systems. Group- 
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tion. Unit Cultivation — Fanning Skills : Peasant Farming : Metayage : Estate- 
Farming : Tenancy. Summary and Conclusions. 

In the last chapter, we discussed in detail, the various 
aspects of agricultural operations and saw how these opera- 
tions influenced the nature, character and course of agriculture. 
In this chapter, we propose to discuss the chief systems of tillage 
and their main characteristics. This subject stands in sequence 
to that of the operations, for the reason that the peasant is more 
concerned with the systems of tilling, rather that with the grouping, 
and classification of the operations that he undertakes. 

AGRICULTURE 

Agriculture being a composite industry, there are various- 
aspects of the same. But tillage is the most important 
constituent of agriculture and the most fundamental occupation 
in this sphere of economic activity; the system of farming requires- 
a specialised study on our part as a prerequisite to the more intimate 
and detailed understanding of the problems of land tenures- 
and village organisation. The last chapter served as a kind 
of introductory description of various types of activities'- 
undertaken on the farm, this study seeks to develop deep into farming, 
business mainly and only incidentally notices the other “operations” 
which may be regarded as minor or subsidiary to the major job- 
of cultivation. We are concerned with the farming aspects of 
agriculture and would exclude other operations, like marketing, 
surveying, book-keeping and maintaining of records, etc. This means- 
that all those jobs that are, in other words, “external” to the farm- 
life and fanning activity are not to be noticed in this study. 
In our opinion, the external jobs are not so vital to the main 
tasks and assignments on the farm, and do not influence either’ 
the life of the villager or his outlook or village organisation 
or even the various aspects of farm-management. Hence, it is- 
vitally essential to get a more intimate and detailed knowledge 
of the various systems of farming in particular. 

Operations and Sjstcnis. The term “operations” refers to- 
different types of tasks that are undertaken on the farm and that are 
incidental to the main job of agriculture, for example, cultivation, 
plantation, livestock farming, horticulture and miscellaneous other- 
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jobs. But by the term “systems” v.e understand the method of 
farming , for example, scattered farmtng, tenant farming, group 
farming and group management. Agriculture consists of much more 
than a mere conglomeration of a number of farms , the farms can bs 
fitted together, for the purposes of tillage, according to so many 
patterns Under the heading “systems ’, attention will be given to 
the various “patterns" according to which tillage is carried on 

Tb lr Kelatru Significance The significance of operauons lia 
m the fact that they imparted us an understanding of the 
numerous jobs in the field of agricultural activity and their 
relevant place m the agricultural set up of the economy and 
in the routine of farming A study of agricultural operations 
acquaints us svith the essentials of agricultural jobs and their 
main characteristics, but a study of agricultural systems, on the 
other hand, informs us about the various ways m which different 
farms may be tilled , we are thus brought closer to the realities of 
cultivation A study of the operational odds in their bearing on 
agriculture is an indispensable prerequisite to the understanding 
of the problems of the various “systems” of tillage which, in turn, 
have a determining influence on the village organisation, an impor 
tant topic of study m the field of Agricultural Economics. 
Furthermore, problems and issues arising out of a study of Land 
Tenures can also be grasped better if we have a background know 
ledge of the essenuals of farming systems Thus, most of the problems 
have their roots in systems of husbandry Even now when the agncul 
tural operations have a wider canvas than ever before, the fact 
that tillage is easily the most important job and wall probably remain 
so for some time to come, should be recognised We study this 
subject under three mam headings , Interfarm organisaUon, group 
management and unit farming Linder the first, all the various 
types of tillage will be viewed briefly, under the second joint systems 
and under the last unit farming 

Interfarm Organisation Interfarm organisation is the next subject 
that we take up now for discussion The major distinction in the 
pattern of inter farm orgamsauon is that between liavmg the farm 
homes and farmsteads scattered all over the countryside, and having the 
farmsteads packed closely together in a village, with farm lands 
located away from the village Different issues arise in different 
farms, these we shall discuss in this section Scattered firms 
have strange patterns, which we shall have occasion to detail, wb3e 
the compact farm is beneficial from some other point of view, and has 
certain other repercussions, both on the character of agriculture and 
the nature of farming The settlement farm has different characters 
tics and newer ends to achieve While the d centralised farm is another 
.special vinint that we shall notice m this survey, the sntegrated vanety, 
that prevails in certain parts of the Americas, is also an interesting 
experiment that is being tried We shall, in this section, describe the 
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unit. In ii n? farmin° r ^suSl^ f bus . iness unit, and not a W a l 

self-sufficient basis; everything produced ^ f Undcrta ken on l 

by those tvho produce it k„ ■ 0n . tbe ^ arm is consume? 

to draw up the balance sheet diouffii * may be worthwhile 

up such balance sheets. The mifn r , practice is not to draw 

not the “balance sheet” but thTb V f Ur - of h/si ™s farming 
the farmer’s outlook ; if he undertlkcThS fori mini **** domi ™tes 
his and^ lus family s subsistence or for sr-ir^ ^ • for reas °ns of 
market-disposal, then this tvnp nfr-,. - 1 . self-sufficiency but w 
,are also family farms, which may be both ^ TJlcre 

units. On this farm, the familv and the hrZ Z • ” mtS or business 
•are just family enterprises. The various variom* to S cther - They 
homecraft farms and residential forms T varj ants are part-time f nm J 
and the West, ttre also CermsaXcd 

knot™ as the “workingmen’s allotmcnj” TW? dlCK &rm s arc 
apart and we shall consider them l-w-r ’ * lcye barras are a class 

interfarm organisation. The form fo^lso T? - ° lhcr VP™ of 
that need only bother die Searcher a s,aUstIcaI unit, but 

JKT C ‘ ° ! hnd OP=ra,Cd ntan^mcm'fo^'uih™ ' fa 

the famih/.-uici Sc farm'SLfon fi I'o4thc/ ; ’“* f ""‘ as a ” nit ’“here 
variant of the same. The famhv £r’ ° “ out 10 braider the 
these coexist. The business 2 that m ” a " d ,‘, hc b «i"e„, M 
■this respect are the retail stores, often run as fomT^ lhese farms in 
tite event of such a fusion of busing and 1 r Cn r lC ^ rises - In 
pants, there could not really be anv WI* r °f the Partici- 
theorctically speaking. An artificial diE! ” ° f the lu ’fo even 
e made ; for example, treating a form residenthW^rr 011 ^’ however, 
garden as quite a separate en£y *5 ^ or a amOy 

Tarm; but this type of separation ,f c a P art of the 

the entrepreneurial decisions more confused f'T aS notj makc s 
family “size” ^ *nd not clarified. A 

abour and employ the resources nf°m I ust utilize the 
area; this particular term is thus r> average form in the 
exact and precise in its connotation There 5‘ die r ^ more 
.ize of form for each family. The family “tvnc”’form C a se P arate 
variant that may hire extra labour in ceruiinnn ’ however, is a 
lave surplus labour in the “offseason.” In Ton an d ma y 

i living to the family, and the satfcfoc jo£ r ■ provide 
arm business thrive, to every member of , he r SCe,n ? the 
arms are of many types- Sl Lir h famil y- Fa mily 
tomecraft types and the Workingmen’s annW^ pan ' Ume units, 
urn at convening the tenant and g form laboui^f"^- 5 ™ 311 boldin S s 

ir uts. Without sufficient resources to kW fa nuhes into owner 
ums, these poor famiS s ^1 0 ted^S OWnerS ° f f “h-sized 
-hie them to live l ffi <1.^° 
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time farms are 1 usually another string to the fanner’s bow Hornet raft 
farms are those on which home manufacturing is combined with 
farming , hence are really special types of part time farms Residential 
farms are establishments, maintained in the rural districts for the 
purposes of residence rather than for production Workingmen's 
allotments are laid out in small parches of gardens, leased from the 
local authorities Similar are the small garden farms 


Scattered Farms and tb ir Patterns Farms are usually scattered 
all over the countryside The farmers have, therefore, to walk to 
the farmsteads every day, transport feed and fodder from the 
field to the homestead and haul manure back to the field This 
raises the problems of transport costs which may be added to the 
mam costs of farming Scattered farming may be advantageous, 
in that the farmers business is not paralysed in case of pests and 
diseases visiting a certain farm in a certain locality , he may 
also be able to reap the fuller advantages of various types 
of soils and lands, and the peasant may as well be in a position to grow 
a larger number of crops and undertake a greater variety of ope* 
rations and thus secure for him a more stable income But the 
disadvantage lies in that large-scale compact farming may be an 
impossibility and mechanisation may not be practised on these 
scattered farms , again the peasant may lose a lot of tune 
in moving from one farm to another But this type of farming is. 
practised not out of consideration for the pros and cons of the variety, 
but out of traditional reasons That has been the practice for 
a fairly long time, or holdings have been subdivided on 
account of the law of inheritance There are many patterns 
of this vanant the rectangular, the regular , the irregular , the 
parallel and the divided holdings The rectangular pattern is, as the 
terms imply, a geometrical type drawn out in the form of a rectangle 
The regular layout may be any other pattern on a geometrical design 
The irregular strip are of a complex and irregular pattern, lying on 
the countryside in a block of some unfamiliar design Parallel strips, 
are usually laid along the roadside or the bank of river in parallel 
farms, they are suited for community life of the tribal pattern 
D/vscLd holdings are the rule, where the effort has been to subdivide 
each part of scattered farms , they could also be named as “frag 
minted holding These holdings are the rule in certain economies 
like India, where operate laws of a strange concept of equity If, of 
an economic size, these holdings secure a good balance of arable land, 
woodland, and meadows But if carried too far, this results in 
uneconomic, wasteful farming 


Compact Farming The compact type is either large scale 
or small scale What factors determine the scale of fanning, 
are analysed m rather detail in a later chapter Suffice it 
to point out here, that the larger scale has the advantage of modem 
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living for the subsistence of them all whiS^ , mc ‘l ns > to earn a 
changes in the patterns of agriculture co tl “ ' f krgtsiwd farms 
the smaller units the positfoT in ^ regard to nrof^ ^ in 
so rigid and inelastic. Sometime* P ™ ductl0n « not 

estates are split up into smaller units with manv t™ 8 ’/'^ lar S e 
Under the single-unit system also knnJ tIn y Armsteads, 

prevalent on the plantations, the Vbour *1 *5? C f ra [ h . cd ^ 
assumes the usual responsibilities of indented labour and 

type may be also the result of thn , : The compact 
initiated by the state or The c^onemtive ° aU ° n movcme "t 
remedy the evils of fragmentation of ' holdines^^Thr^ 1 ” 5 t(> 
farms are of thus several varieties- tlw i“'„ S ; , lc c °mpact 
sc^e ; centralised (big) estates and consolidated ° farms— aH 
different variants of these comtmct farms earn thn 1 11 lJlcse 

farming. Compact farming avoids the evils of f d '' anta S es of better 
characteristic of fragmented holdings in the fofm^b^ 
lines and mounds; and also litigation, for the poSbil tv of r aty 
arising out G f land rights are at a minimum T 5 u' SPUteS 
is also satisfied to a greater extent than in the case ^ 
scattered iarming. It is, therefore easier to , J ra & mc > ! ^ and 

both farming and living in the case of these farmsThan^n ■andards of 
But the dangers of a^ntee-Landlordis^ ?* Cr cascs - 

and the plantations, is also everpresent! d mux hi “ JSjJ 
against. If run on an individual self-cultivator system S «cnn 
pact farming may prove to be beneficial ; but more of this 
when we discuss the economics of peasant-proprietorship. 

Settlement Types.. Settlement farming is a peculiar type ofh,,^ 
bandry. This practice is prevalent in the newly settled^^nn r 
the countryside. In the recently reclaimed lands, this type of cu ltf 
vanon prevails. Also, in the newly settled countries, like USA 
this cultivation type is the usual. The farms arc unusually W 
ones, with residential homesteads on them and arc qJtl 
compact while cultivation is of the extensive type. The landlord 
usually known as the settler, lives on the « premises ” and is cither a 
long-term lessee (say for about a century) or has his full proprietary 
rights m his lands, which have been allotted to him by the 
government or they have been places where settlers or coin! 
nisers first .settled and c> usurped ” proprietary rights. The whole 
job ol farming is an arduous one; the settler has to clear the land set 
up the irrigation projects and do several odd jobs of a preparatory 
nature, making the land fit for cultivation. In this manner the 
pioneer-peasants « earn ” the proprietary rights in their lands The 
settlement is a composite one, and farming is not specialised-' 
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it is running all the agricultural operations simultaneously 
therefore, the true multiple type Examples arc found nearly every- 
where , in India, for example, the Punjab Canal Colonies, were 
colonised on this very principle Apartfrorn advantages to the 
peasant, the nauonal benefit is also great Lands awaiting 
reclamation are brought under the plough by individual peasants. 
Again, the problem of rural unemployment is solved Thn 
type of agriculture is useful from the point of view of the diversificauon 
of industry, in this case, farming The settlements are not necessarily 
scattered these may be of a compact and well knit type In certain 
cases, settlers originally held all their land, except the home lot in the 
village, in one piece, but through the process of succession, compact 
holding was equally divided among the heirs, and thus the new 
farming types shaped themselves out as cc scattered ” Within a few 
generations, the average farm consisted of several fields m separate 
locations The farmer is reaping advantages of diversified 
farming 

Decentralised Farris This is a variety which resembles 
absentee-cultivation Farming is not the compact type, nor even 
the scattered one but the type in which the landlord supplies 
the equipment The croppers^ as these cultivators are usually known, 
live in small houses adjacent to lands they work on, and all the 
work stock and equipment is usually kept in the “ headquarters ” 
buildings Any cattle and livestock, except that owned by the 
“crop per” family, is also kept m the headquarters. The work of 
the cropper families is usually directed in the same manner as that 
of hired labourers This system needs to be distinguished from that 
known as “Metayage ” (Batai m the Punjab) Under the latter 
system, absentee landlord supplies part of the equipment and 
shares the produce with the peasant cultivator (the tenant 
who ploughs the landlord’s land) and receives proportionate share out 
of the produce No wages are paid to the cultivator, nor does he 
work strictly under the direction of the landlord, as he has 
to, under the decentralised variety. Another variety is the 
one found in Latin America, where cropper families have 
a small tract of land which they farm for their own use, in return 
for this they have to work on. the central farm of the landlord of 
the whole tract, for two or three days in the week This system 
resembles very much Feudalism, prevalent in Europe in the Middle 
Ages The Spanish Grandees transplanted this system m Latin 
America, where it has thrived, ever since Broadly speaking, the 
Kolkhoz or the Collective farms in Russia also belong to the decentralised 
variety, for they hire the machinery and other equipment from the 
central stations, and work on their farms allotted to them by the State 
The Cropper system is, therefore, characterised by certain distinct 
features, equipment and livestock belong to the landlord who 
hires tenants and directs agricultural operations The individual 
farms are quite decentralised, though the mam co-ordinating 
authority is still the landlord Instead of paying them wage*, the 
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landlord, on the Latin American farms, the haciendas^ may make 
permanent allotments of land for providing subsistence to the 
tenant-cultivator, 

■ Integrated Farms. This is a very novel type of farming. Popular- 
ly known as the K Walker-Gordon ” type, this is especially in vogue 
in New Jersey (U. S. A.). Same farms grow feed for dairy herds 
on a contract for so much per bushel, while they obtain from 
dairy farms or central management, manure and other supplies 
at a contract price. Similarly, other farms raise cattle, again on a 
contract price per unit of weight gained, the central management 
providing sires for the purposes of breeding. Usually the actual 
milking herd is broken up into units of a hundred each and operated 
under contract prices for feed and milk produced ; and milking is 
done in one central milking parlour. This is an example of dairy- 
farming as worked on the integrated system. Other types of 
farming could also be done on this integrated system ; the underlying 
principle is that of one task feeding and being complementary to the 
other ; all operations fit into one another. We might compare 
this system with the self-sufficiency in Indian villages, where all 
jobs are complementary to one another and the villager has 
rarely to go out in search of either raw materials or goods 
that he may demand. The variants of this type could be found on 
cultivation crops or plantations or cattle farms, or multiple 
farms undertaking divers operations. The essential is that all 
operations are complementary to one another. Several advantages 
may be said to accrue from this system ; jobs are so very much 
integrated that the farmer has no marketing problems for he 
finds a ready disposal of his goods right in the closeby farms, and 
the costs of the feed and fodder products are also considerably 
reduced, while it is possible that the products which are demanded 
are produced specifically to meet the needs and requirements . of 
major farms. And then, this is instructive in so far as the practical 
lessons of co-operative living are brought home to the farming com- 
munity and the gains in this respect are also inestimable. . This 
system of farming is a very good prerequisite to the introduction^ of 
the co-operative system in the backward communities. If the farming 
•communities practise integrated farming they would learn the 
lesson of integrated living and eventually adopt it too. 

GROUP MANAGEMENT 

Next we consider various aspects of Group Management 
which also prevails in certain communities. This type is 
essentially the communal one. The characteristic common 
to all the various farms — communal , joint , co-operative and collec- 
tive — is that the individual ownership rights are not . distinguish- 
able, they are all common and do not vest in any single person 
or family. In certain cases, the shares of each may be well defined 
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and the share of the produce mav go to each participant 
cultivator according to his ownership share Another char- 
acteristic is that ullage organisation also follows sarre 
patterns In the e>es of Law, too, the land rights are also 
common and the liabilities m regard to the payment of dues, eta, 
also joint and indivisible. Not that land is culu\ated by owners 
sometimes cultivation is entrusted to tenants or labourers in the 
busy season for the help they render in the harvesting of the produce 
Under joint organisations, farming depends upon the prevalence of 
community spirit and the bonds that thread the organisation 
for if the community is well knit and co-operauve in its relation 
to its members the success of the enterprises is ensured But 
if the interrelations are not happy but marked by jealousies 
and rivalries, the whole system is characterised by failure ard 
litigation Thus group management is both a blessing and 
an evil, it depends upon the organisation of the group 
under consideration Still, it affords an opportunity to lead a 
corporate life and so a joint and communal living Traces of 
this group system are still to be found in the village commons 
and pastures, on which everybody has equal rights With the 
rise of individualism, this has decayed, though resurrected 
anew in the form of co-operative or collective farming, thus 
reinforcing the contention that group farming is one of the 
best forms of tillage One thing is certain that it does not lead 
to uneconomic holdings, for the holdings remain indivisible; the> 
may be only redistributed among the participant families at interval 
to ensure fairpiay and avoid complaints 

Communal Farming Communal fanning appears to be a 
relic of the feudal system Feudalism gave way to those forms of 
farming, which have been characterised by joint ownership with 
operation in strips of the arable land, and common use by the 
farmers of pastures, meadows, and woodlands Redistribution 
of farms takes place penodically Undistributed pieces of 
the village commons, woodlands and wastes are remnants of 
this system The system may still be traced m the Americas, 
where the “Spaniards” transplanted it from Europe len&siliiri 
villages were set up, and two types of lands were distinguished, 
the arabh, distributed among the villagers by rotation for a very 
nominal rent, and the common pastures and woodlands jointly 
used by all the cultivators, while just outside the village was 
also a common tract of land for vanous public purposes. 
But this system is as old as civilisation itself, even the ancient 
communities like the Aztecs and the Mayas held the hunting 
lands in common and worked their croplands as *a uOtt, 
though held in separate family tracts, which couM not 
be alienated Under this cultivation, if a family did no longer 
culuvate its unit, the village assigned it to some other family IV 
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however, enough land is not available, as might happen with the r 
expansion of village population, then the rural community, in 
order to provide for additional families gets more land for cultivation by 
■clearing, irrigation, or further expropriation . More enterprising commu- 
nities may also own larger types of farm machinery in common 
and do the buying and selling of land and produce jointly and 
co-operatively. There are certain vary distinct advantages arising 
out of this farm. The invidious individuality of the fanner 
is merged in the collective outlook and the village community 
is strengthened when each farm family knows that it has to 
■depend upon it for his subsistence and profession. Indian 
villages, in particular, were able to retain their ancient culture 
and modes of living, (in spite of the changing regimes that 
followed one another with quick succession), simply because they 
stuck to the communal mode of farming. But in the event of 
a disintegration of the village community, the above advantage 
will be extinguished and this system superseded by unit 

farming. 

Joint Farming. The system of joint farming is quite akin to the 
above type. In this system, cultivators may all come from one 
stock and be related to one another. In the ancient and 

olden times, a tribe may have settled in that village and 

owned arable land as joint property. While land 
remains inalienable, i.e. that which cannot be split up or 
parcelled out the share of each “shareholder” is known and 
-calculated and his share-produce given to him at the harvesting 
time. All the owners may not be cultivating land, still they 

are entitled to their shares, the only difference between the 
active and the sleeping shareholders is that the active owners 
receive some remuneration in lieu of their input. Even if 
somebody wants to dispose of his share of land, for one 
reason or the other, the customary law makes it obligatory for him to 
sell it away only to the community and no outsider. The reason is 
-obvious, the lands belonging to the individual families are not 
demarcated on the farm lands, it is impossible to say where a particu- 
lar shareholder’s land is located; therefore, it is impossible to grant 
the rights of farming to an outsider who may not submit to the 
discipline of the community which, in turn, may treat him as an 
outsider and not one out of their clan. And then, the farming 
-units arc often re-distributed periodically among members of the 
•community; this also raises difficulties for an outsider. Under joint 
farming, theieforc, the agricultural enterprise is truly joint and” 
indistinguishably common. The ends of agriculture are not personal 
and individual, but the common communal ones; whatever the 
community decides, the individual has to submit to it. This system 
is common in ancient communities, as in India and China. 
The advantages attendant upon this form of cultivation are quite, 
apparent ; the evil of uneconomic holdings is eliminated, for the 


150 


AGRICULTURAL SYSTEMS 


holdings are not partible The well knit organisation of the 
village community makes for the strength of village agncul 
ture, too But then the danger is that the mode of agriculture 
may get to be a traditional one retaining it? same old character 
through the centuries, without any individual incentive to progress 
in the sphere of farming 

Co operatives The next important form of group cultivation 
is the so operative one A form of joint organisation, this makes the 
operation of farm machines possible by smaller cultivators Both 
machines, the mcrucahle types, hke tractors and silo-fillmg 
machines , and the mmtrvalbc and stationary types hke cotton 
gins and cheese-making equipment, can be had by the co-operators 
Difficult problems of human relation ships are, no doubt, raised 
by the joint use of such equipment, but we are now able to 
solve these problems in an effective manner Co-operation has 
extended to almost every field of farm activit) , in the use of sires and 
in the functioning of co-operative farms, for specifically irrigation 
purposes In the field of marketing, selling and buying too, co- 
operation has made some headway, for thus overhead costs are 
considerable Recent purchasing associations, formed on coope- 
rative basis, is the latest in the application of the co-operative 
principle In the backward regions, where the needs of the peasant 
are more or less financial, the development of co-operative credit has 
been most marked The credit unions serve a very urgent need for 
financial assistance among families with low incomes, subsisting on 
small tracts of land Co-operation has also spread to the spheres of 
cattle and crop tnst/ramt, while some of the public-sponsored bodies 
have also been started off on the co-operative pattern In the 
advanced countries, rural electrification, water supply and telephone 
have been installed on co-operative basis The one aim of 
co-operative farms is the elimination of the middleman who seeks to 
profiteer at the expense of the consumer Co-operative farms, if 
successful, re- inspire the farming communities to harder work, and 
also re-integrate village commumues in firmer bonds of brother- 
hood and closer kinship Thus the non-economic advantages far 
overweigh the mere economic ones This is not to suggest that the 
economic gains from co-operauon are slight, the provision of 
certain amenities in rural areas is possible more easily through 
co-operation And lastly, the all round progress of rural enterprises 
js ensured It is the satisfaction of the ownership instinct that 
cooperation satisfies, without the evils of private property 

Co-operatrae Farming. The application of the cooperative 
nractices to the sphere of tillage has been remarkably rapid 
and significantly successful There are as many as four 
distinct forms of farming undertaken on co-operative 
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nerations will, therefore, increase, too Each member will have 
also a direct interest in the enterprise, and this alone will spdl 
progress and better productivity The provision for other amenities, 
education and medical aid, will be considerably better Besides 
these direct benefits to the workers, the spirit of the move- 
ment will also percolate to the community as a whole The stan 
dard of living of the rural masses will rise appreciably due to 
increased production, rendered possible by the co-operative 
movement New opportunities for settling the youth, the idle and 
landless labourers on lands brought under the plough by the co- 
operative organisation, will multiply Not only that the mtroduc 
Hon of co-operative farming ensures a fuller life for the community 
but also gives fullest scope for the creauve development of the maivi 
dual farmer’s personality who will feel more secure and stable in 
his work Joint farming will also be instrumental in bringing about 
•closer co-ordination b-tween the farmers and the state whowd 
•find it easier to contact “societies (rather than individual farmers) 
for purposes of guidance, mformauon and implememauon of policies 
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ithe Co-operative Collective system, the final stage of evolutionary co- 
operative farming, large-scale farming is rendered possible, facilitating 
'the mechanization of agricultural production. 

Collective Farming. This type of group farming is an important 
variant of the group system of agriculture. This is also growing in 
practice, probably because of the success of the Russian experiment. 
The system is also known as State Landlordism. Under it the land 
is pooled and the individual property rights sunk altogether. 
Land is jointly cultivated, most usually in very large strips so as to 
permit of mechanised and large-scale farming. Division of 
Labour is also introduced on these farms. Overcrowding is avoided 
-and the actual cultivators are just tenants to the State or the proper 
-authority. Management may be vested cither in the State or 
the owning authority or sometimes in the representative body of 
peasants, who have been cultivating a parucular farm. 
The markedng and other functions are often performed by 
.specialised agencies. Rotation is introduced by the planning authority 
and the tillers of land are only those who are to carry out these 
instructions. It is pointed out that this system is absolutely 
red-tapist in character, the individual inidadve and the weakened 
.individual farmer thus reduced to a mere automaton working 
■according to instructions of superior authority. But it may 
be wondered if the peasant has sufficient commonsense and technical 
.knowledge and experience with which to undertake the farming 
-organisation as successfully as when he is directed in details. Probably 
-some sort of regimentation is an essential prerequisite to the success of 
collective farming. It is claimed that this system ensures a high rate of 
agricutural productivity. Collectivisation is introduced for the sake of 
an enhanced standard of rural firing, for the benefit of the farmers, 
•who gain by the introduction of this system. Research, education and 
planning, all these are taken up by the superior authority. If the 
state officials are upright, honest and efficient in their work, the 
-system is pure and to the good of the people and the peasantry, but 
if they become corrupt or exacting, the system becomes one of the 
worst possible. In short, Collectivism in farming, vests the state with 
■rights and privileges that may, if rightly used, would go far to do 
•good to farming, otherwise it may muzzle out all enterprise. 

The Inference . From the above description, it should be clear 
that the system of group management is an improvement upon the 
•one described in the preceding section. But the success or otherwise 
■of this system depends upon interrelations in the group. If these 
-are smooth and co-operative, the group is well on the 
way to progress and the peasantry prosperous. Most of the 
group farms flounder on the rock of mutual jealousies and lack 
of a spirit of team work. Team work is essential to the successful 
.functioning of the group. In addition to the above there should also 
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be mutual confidence in the group and its working In the group 
system, the various forms of tillage could be undertaken, especially 
the integrated ones. Group management is quite clasuc m ns 
farming systems one extreme is the adoption of independent farming 
though under the aegis of the group and the other extreme is die 
complete regimentation under the system of collectivised farming 
and between these two are several forms of agricultural organisation 
and ullage forms One supreme advantage of the system is that the 
resources of the group arc pooled together and the individual 
benefits by the utilization of larger resources which he otherwise 
could not have afforded And then the group system also affords an 
impetus to the reorganisation of village community on a healthier 
plane Revitalisation of the rural community is quite significant 
lor the resuscitation of agricultural production in the country 
The efficiency of the villager is also impros ed, if the communal orga- 
nisation put on a better and healthier plane The inference 
is that the group and joint systems arc superior to the unit 
system which we set out to study in the next section. We found that 
the ‘communal type” is suited to regions where feudal 
traditions are still persistent and the hold of village community 
effective “Joint” cultivation is more useful in those places 
where a single family or a clan has been in the village, as owners 
of village lands, it retains the closely knit character of the organisation 
The co-operative system is also very elastic and adaptable to various 
kinds of soual organisation, too 

UNIT CULTIVATION 

By “unit cultivation” we understand farming in which 
► the peasant is the most important person and the system of 
cultivation, under the direction of the single cultivator, who 
is entrusted with it Group organisation has no longer 
any control on the peasant who does the farming, either 
independently, or in share-holding with somebody else, or as a tenant 
to an absentee landlord But the ends m all this remain the same. 
The individual ends are the ones that are sought to be served The 
effects of the individual farmer’s activities are not considered by him on 
group activity While under group farming systems, group 
ends have to be satisfied first, in unit cultivation the individual 
peasant is not at all concerned with the group Though 
the effect on land is sometimes taken into consideration, 
when individual ownership farming is undertaken, the general nifc 
appears to be that the impact and the effects o n the well bang of the 
family are taken to be more vital than any other consideration! that 
are relevant to the individual cultivator The incentives in this 
particular case are not the group ones, but the purely individual 
ones Unit cultivation prevails in the countryside saturated with the 
spirit of individualism The success and prosperity of farm 
enterprises depends upon farming skills of particular and 
individual farmers This skill, however, need not be confused with 
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is not an absentee. Sometimes he lives on the estate but if that 
be impossible, he does take an active interest in farming and pars 
frequent visits to his farms. The result is that the landlord is no 
longer an absent landlord but one who takes very active interest 

in his job. The disadvantage that there is a limitation (and a 

serious one, too) of capital, the resources and good equipment on 
the peasant former, is thus obviated and the equipment capital and 
the services of the landlord are placed at the disposal of 
the peasant who can thus become an efficient farmer. Another 
disadvantage that we noted was sub-division and fragmentation 
of holding. This was no longer there for the simple reason 
that holdings arc not divisible because land belongs to the 
landlord and not _ to the peasant. Thus this system is consi- 
dered to be an improvement over that of peasant farming. 

Still it is not without its faults. There ic, for instance, the ever- 

present danger to the cultivator that he may be evicted at the 
pleasure of the landlord. Thctc is no stability of tenure in this 
type of farming. Consequently, the peasant may be hesitant to 
work wholeheartedly and devote himself completely, unless assured 
of permanent tenure. Still the system is quite widely prevalent 
and the woi king peasant protected by the legislature and also granted 
rights of being compensated for any improvements made by him 
on tire holding that he tills Looking at the system from the purely 
production point of view, one finds that in case the farmer is 
, enlightened and willing to put in his best and the landlord also having 
better sense to realise that increased productivity benefits him 
and he is prepared to invest handsomely on the farm : production 
thus increases. But when the peasant-landlord relations are strained 
and not stable, the whole thing gets into a mess and productivity 
inevitably falls. Another point may noted. Under this system 
there is lesser chance of the soil getting exahausted and being 
' depleted of its nourishment. For the landlord is not an absent 
landlord nor only a sleeping partner, but one who takes extra care 
about his farm and would not like that the soils get famished and 
undone for future cultivation. The very fact that this system has 
lived through ages goes to its credit and it deserves special 
notice. 


Estate Farming. The next thing under consideration is the variant 
commonly known as estate farming. The arable land belongs 
to a certain landlord. There may be one compact big piece of 
land, or there may be several scattered farms of unequal areas. But 
the point is that these lands belong to one person, the landlord. 
It is possible that the compact farm may be cultivated, on the large 
scale, but unfortunately that docs not happen. The landlord 
'is usually an absentee who docs not take an active interest in the 
•lands owned by him. He only hires labourers to cultivate them.- 
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There are two types of such arrangements. One may be that he 
employs labour force, the cultivators, to till his land and m v , 
them wages The other system that is more usually adorned 
is that he lets out the farm to the highest bidder and does not bother 
what happens later The crop may or may not npen, the yidl 
may or may not be a bumper one, culuvator may earn somethin* 
or mav lose, — none of these things bother the landlord The oute 
■owner is only concerned with the pound of flesh That is why this system 
has come in for so much cnucism by friends of the farmer who 
call it "exploitation” Looking at the problem rather dispassionately 
we find that estate farmer could bnng about an improvement in the 
field of agriculture, raise its productively and tone up the whole system 
if the estate owner did not content himself by being an absentee 
landlord Were he to take an active interest and pay frequent visitsto 
his land, with a view to finding out what is good both for the land 
And tenure, matters would considerably brighten up. Under the for 
mer variety, when larger labour force is employed by him to nD 
land on his behalf this system does not remain so tedious as otherwise n 
might be Hard labour should again not be treated very harshly 
for that would again bring about an evil eflecL If maltreat 
ed the labourer will lose an interest and try to shirk work, instead of 
putting his heart and soul into it Under this system (that of hard 
labour) the direction of farming is from the estate owner, who s ip- 
plies, usually, not only seed and equipment but also other accessories 
of farming There is, therefore, a better chance of the farmer getting 
more equipment and a better one Under the latter variety, where 
cash rents are realised and the lands let to the highest bidder, 
there is a greater chance for exploitation (By exploitauon we mean 
a less than rumenerative wage and return to the uller) Culuvaton 
are not able to adapt themselves easily to other jobs On« 
farmers, they remain farmers and prefer not to change their profession 
Therefore, there comes about a keener competition among them for 
land This land hunger, as it is termed, is exploited by the clevet 
landlord to let out land to the highest bidder The cultivator 
in return wants to take the most out of land and thus deplete it of all it» 
richness, leaving it poorer than he finds it, for he is not sure of any 
stable tenure. The inevitable consequence is the exhaustion of 
land which proceeds at a very rapid rate under this system. 


Tenancy Closely akin to the above is tenancy. Estate farming 
, results in the growth of tenancy There are two important forces 
at work In the first instance, the direct impact of estate cultivation 
is that it is possible only by tenants There are several types ot suca 
tenants, whose detailed account will appear later in this war, 
m a chapter below. Suffice it to point out here that there 
are five major classes of tenants. The first type 

occupancy tenants, or hereditary tenants These tenant t^ oni 

occupation of a particular holding, orrtr.p oflandlor genera ™ 

and it u not easy to oust them from their lands. They conu 
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to enjoy certain superior rights and have a status permanently confer- 
Ted upon them by tradition, custom and law. These hereditary 
-tenants are real cultivators and know their land thoroughly well : 
the landlord being only a nominal owner getting a certain rent fixed 
by custom and tradition, or sanctioned by law. This rent can neither 
be increased nor revised except through a complicated legal process. 
These tenants divide and sub-divide the land among them just as 
the peasant farming might do. The holdings have, therefore, a 
tendency to get divided and sub-divided, as also fragmented. This 
is a grave defect, for the holdings, at least in those countries where 
the pressure of population is heavy, should not be permitted to get 
.split up below a certain standard of farming. Occupancy 
tenants are sometimes distinguished from hereditary tenants. These 
enants are in occupation of the land that they cultivate for quite some 
ime. They are, therefore, entitled to certain privileges and are pro- 
:ected against injudicious evictions by the landlord. This term of 
aecupation may differ according to legal usage say from seven to 
twelve years. The rent cannot be increased by more than a certain 
proportion and that also through an appropriate procedure, 
sanctioned by law. The idea is that tenants may be protected 
igainst exploitation by the landlord who may like to intensify the com- 
petition between them and thus serve his own greedy and selfish ends. 
Usually the landlord adopts certain mischievous tactics to see that, 
the same tenant does not continue to cultivate the same farm for in 
that case he may earn occupancy rights in the land and this in 
turn may entitle him to certain privileges and protect him against 
eviction and exploitation. What they do is that they rotate the 
tenant cultivator from farm to farm so that he does not in any case 
earn occupancy rights. Next is the proprietary tenant, who 
has been a proprietor of the land that he now cultivates as a 
tenant. Certain economic forces have reduced him to that 
status. He has been forced to sell his land because of 
certain circumstances. He could not afford to continue as a 
^peasant proprietor which he once was. This is because of the 
Second major force which is brought into action by the 
system of landlordism or estate farming. The landlords, by becoming 
creditors and assuming the role of financiers to agriculturists, 
tire able to buy out the ordinary agriculturist’s land and add to 
jheir own estates. The bigger fish thus eat up the smaller, 
mprotected, indigent fish. This process goes on relentlessly, with 
, he result that tenancy multiplies at a fast rate The tenants thus 
created are known as proprietary tenants for they were once 
proprietors of lands which they are now cultivating as tenants. 
Sometimes some proprietary rights are only a semblance 
;f them, are retained in the lands, probably to serve as an eye-was , 
yy the clever landlord. These tenants, when _ recognized by law 
's such are not liable to easy eviction. Their rents are usual y 
.xed mutually, and sometimes they are also given the right o 
'possible resumption of their full proprietary rights in t eir 
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lands Thus they live on the hope that one da> they tmtr 
gam their old rights and be able to give up tenancy Fourthly 
we have the frotuted tenants, who though only tenants, are undo- 
the protection of law They do not enjoy any occupancy 
hereditary, or proprietary rights in the land they cultivate, but are 
protected against exploitation or eviction by proper legislation 
Last are the tmams-at-will, or “serfs** remnants of the feudal aze 
who have no nghts but all obligations and duties 6 


SUMMARY AND CONCLUSIONS 

The scope of this chapter has been fairly wide We hate 
discussed and described in some detail the various types of agn- 
cultural systems. We distinguished between agricultural 

operations and agricultural systems, operations are concerned 
with the essentials of agricultural tasks, but system inform 
us about various ways in which the different farms may- 

be tilled The relative significance of the two analyses it as abo 
brought out and it was found that the systems of tillage had 
an important bearing on the nature and character of both agriculture 
and the various economic issues, arising out of it We grouped the 
description of system under three mam headings Interfarm organi- 
sation, group management, and unit cultivation. Interfarm organi- 
sation described the pattern of farming, and ranged m its discussions 
from scattered farming to integrated systems We described the 
various patterns, the rectangular, the regular and irregular ones m 
scattered farms, and noticed the i<sue« thereof As an intro- 
duction to interfarm organisation was discussed the subject of family- 
farming, widely prevalent in mostly agricultural countries In con 
trast with scattered farming, were set the type of ullage, commonly 
known as compact farming We noticed that compact farm 
mg is a variant permitting large-scale ullage, admitting of 
mechanised and scientific forms, impossible to be practised on the 
scattered farms IS ext was noticed settlement types, and all the 

details about their forms and functioning The decentralised 
variety, m all its vanegated aspects, was studied and it was 
discovered that this was not very conducive to agncultural production, 
though fairly widely distributed in the agncultural world In 
tegrated farms also attracted our attention The system, which 
is in vogue m America, particularly the U. S A. deserves cntica! 
noUce There are both the horizontal and the vertical varieties 
m the honzontal type farms are merely on the same level of 
cultivation, but on the vertical variety, they are feeding one another 
But one thing common to both is that cultivation is essentiaiiy “ 
a complementary nature, and the lessons of acuve co-operation arc 
brought home to the farming community Group management, « 
all its various forms, communal, joint, co-operative and collective, 
was discussed at some length The group system is considered to 
amply suited for an agncultural community. It is argued that « «• 
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fuses the real community spirit among the people. We noticed 
that communal farming descended from feudalism, and joint farming is 
practised in most compact form. Co-operatives, on which great stress is 
being placed these days, were described in rather detail and the pros 
and cons of co-operative farming are assessed at some length. The 
system was given special treatment and the reader’s attention drawn 
to all the types of co-operative farming enterprises, and their special 
merits underlined. Next we noticed the more important variants of 
unit cultivation. This discussion was initiated by a close reference to 
farming skills, which have an important bearing on all types of peasant 
and unit farming. The variants that attracted our notice were peasant 
proprietorship, metayage, estate farming, and tenancy. We assessed each 
system on its relevant merits and demerits and found how peasant 
farming is hedged with several limitations, while metyage is sought to 
be an improvement on the same. Estate farming, with the problems 
of tenancy was given a significant place in the above analysis. We 
discussed the various tenancy problems and the several systems of 
tenancy. It would not be correct, in the light of this analysis to 
condemn outright any single system, nor would it be appropriate, 
at this descriptive state, to do so. It need only be pointed out that 
not one of them is a perfected system about which we could well be 
proud of and also sure of its being worked out in the purest type, 
without a single demerit or disadvantage, incidental to its working. 
Suffice it to point out that each system has some special role to play 
and no final word could be given until we discussed the role that each 
has to play in village organisation, in land tenure, and above all in 
influencing agricultural relations. We may conclude, however, that the 
co-operative system, which is spreading fast, is not without some 
special merits, it reconciles the ideas of ownership and joint farming. 
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Rural Structure — Agriculture in Rural Life Impact of the Farm Orgamn. 
non on Rural Set up Village Type*— Scattered Hamlet* Farming Villagei 
Rural Settlements Joint Communities Croup Systems Co-operanse 
Variants Proprietary Types The Inference The Correlation— Orgamo 
tional Impact Farming Eftects Land Tenures. Miscellaneous Faetors 
Rural Characteristics— Self sufficiency and Integration Vertical and Horizon til 
Types The Village Common The Chang ng Village— Disintegration of the 
Village Urban Influences Individualism. Economic Dependence Widening 
Horizons Modern Rural Outlook Summary and Conclusions— Dynamism 
a the Village 

Having eauipped ourselves with a knowledge of the farming 
organisation we shall nov try to visualise the chief characteristics of 
village organisation, which, m the opinion of many sociologists, is t 
function of the farming systems The term “village” is not taken 
in its narrow meaning but in the wider implication of cot enng the tthoV 
rural countryside Sometimes, the litter term “countrjside” is taken to 
cover all rural regions, while the term “village ' is understood to 
mean a tegular settlement which may have some of the amenities 
of modem life But in this chapter, we use the term “village” 
m the widest possible sense of the whole countryside, including 
the far scattered hamlets “Rural structure” would cover aU aspects 
of the countrjside, from the old primitive scattered hamlets to th* 
compact and self sufficient village, and its counterpart, the modem 
rural regions, having an industry or two, located in the farmlandt 
Though wc shall not discuss the sociological factors, we shall mike 
passing reference to them, as we develop the argument. The main sub- 
ject to be detailed in this chapter is how the village and rural commu 
nines rise as a result of the main farming disciplines We shall pieced* 
the main discussion with a descriptive review of the chief rural typ** 
and then establish the correlation between the tw o. Characteristics 
of rural Lfe would also find an important place here as providing a 
background to the analysis which wc propose to take up later The 
transition m the village, or the dmamic aspect, will also be the subject 
of our examination, for without this analytical survey, the argument 
would only be of a limping nature Thus the ground to be covered m 
this chapter is fairly and justifiably wide, for n the link of the previous 
chapters, we sought to place the individual farmer in the sphere o 
agriculture, the study of village organisation is essential 

RURAL STRUCTURE 

The term “rural structure” permits of a wide vancty of village 
organisations A discussion of the same and its description are veiy 
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relevant to the understanding of the main agricultural problems 
especially in the context of democratic institutions which seem to have 
been securely established in the post-war world. A majorin' of the world’s 
population being farmers, the success or failure of these institutions 
depends upon the right approach of the villagers to these institutions. 
Usually, it is maintained that the farmers have poor chances of climbing 
up the social scale : only the progressively attuned professional classes and 
the business sections of the population could aspire to do that. The 
professional and the business classes, no doubt, exert their utmost to see 
their sons and daughters reach distinction. But the country people, given 
the same opportunities of a good system of training and education, may 
not fare badly, even at present they still do remarkably well, indeed as 
well as the labourers. Another factor that needs be noticed is that the 
costs of bringing up children in the countryside are much less than in 
the city or the urban areas. A noticeable fact is that the rural regions 
have usually married workers, while in the cities, bachelors may also 
be able to run their businesses. The complexion of rural living 
is, therefore, much different from the urban, it is not the socio- 
logical factors and forces that we shall detail in this study : we 
shall be more concerned with the organisation of the various rural 
types and the rural set-ups from that angle. The perpetuation of the 
village organisation is more easily understandable if one bears in mind 
the fact that it is the resultant of social and economic evolution. 
In the medieval times, the rural sites were located on rather inac- 
cessible places because of the need for defence against maurauding 
tribes and invaders. Thus the village has also been influenced by 
“political” factors and considerations of security and order. The 
recent “Rural Movements,” to which a reference was made in an earlier 
chapter, have also a bearing on the modern village structure. In 
certain regions, the urbanisation of the low-standard rural families has 
also been proceeding; but this has not been an isolated movement: it 
• has had its impact on the rural countryside. Nearly simultaneously, 
too, has also started the reverse movement of de-urbanization, i.e. 
rehabilitating the "uprooted” villagers. And incidentally, a conflict in 
’ land usage might also arise (in the case of public and private uses) 

' reflected in moulding the type of the village community in a certain rural 
' area. All these considerations are general. 

j Agriculture in Rural Life. The place that agriculture occupies in 

, rural life is fairly significant of the influence that farming has on 
j the community and the village organisation. Although agriculture 
, is an industry, chiefly pursued in rural areas, it must not be 
supposed to imply that this industry prevails to the exclusion of all 
other activities. In the old villages, self-sufficiency was the usual prac- 
tice, and the village professional set-up was of a variegated nature; 
but even there, the main pursuit was agriculture. In modem 
villages, where self-sufficiency is no longer the rule, agriculture 
1 is the main calling. Agriculture, in this context, should be under- 
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stood to coverall those operations, described m a previous chapter. 
The fact that most villages have risen near places* where water is 
abundantly available, goes to prove that it was on the basis of farming 
considerations that the first and pioneer farmers settled where they did 
It is also a notable fact that irrigation works are of a verv ancient 
origin. While irrigation canals were under construction, the farmers 
took, to grazing and acquired substantial herds of cattle The po nt 
is that the factors determining the growth and origin of tillage 
communities, are those favouring the development of agriculture in all 
its varous aspects. Agriculture has, thus, been a very imnortant 
force influencing the growth and progress of villages. It may be 
regarded as a strange coincidence that towns and cities have always 
been selected for the location of industries, this is probably due to 
facilities available in urban areas. But the fact Chat villages have 
been the centre of farming activities, is quite self explanatory, farm.ng 
is mainly an outdoor activity and one for the fulfilment of w Inch, the 
requirements in respect of land and other such natural factors, are 
wide and indispensable Therefore, villages have atwa\ s localised 
agricultural “industries” and pursuits. Hence, looked at from this 
angle, too, the place of agriculture in the rural set-up is fairly distinctive. 
Naturally, therefore, the complexion of agriculture, would influence 
the shape and character of village life and rural structure But lest 
this contention is taken to imply that the reconstruction of village life 
is impossible without the reconstruction of farming, we should point 
to the fact that the process of transformation in the rural regions is 
ahead) proceeding apace, because of the multiple influences at work 
in the countryside, as we shall have occasion to notice in the latter 
part of this chapter, at some length. 

Impact of tit Farm Organisation on Rural Set tip. Farm orga- 
nisation has an important bearing on the rural set-up. It is common 
knowledge that village structure closely follows the agricultural pat 
tern Scattered hamlets are a usual feature in the scattered type of 
farming, while farming villages are prevalent type where compact 
tillage prevails Similarly, settlemant villages grow' where settlement 
farming has been in vogue. Group farming has been responsible 
for the rise and establishment of joint village communities while 
proprietary villages have sprung up along with estate farming and 
other forms of tenancy and tomt-ownership Recently, co-operative and 
collective villages, especially in socialistic economies, have also grown to 
occupy a prominent place in the rural structure. Peasant villages and 
communities have thriven m regions of peasant farming In short, 
village community is moulded by the form of agricultural organisation. 
In India, for instance, village forms are considerably shaped by 
agricultural patterns, there arc the Bhatckara villages, where one 
particular caste tribe has settled and is the joint owner of farming 
lands there. In addition to this elementary consideration, we most 
draw the reader’s attention to the form that agricultural relations 
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assume and the importance that they have in rural areas. Agricultural 
relations, about which we shall talk in greater detail, in a later chapter, 
are the resultant of two factors farming systems and land tenures. And 
agricultural relations are significantly placed on the rural canvas; if they 
belong to one pattern, the rural structure would have a certain mould; 
but if of another type, the village organisation is quite differently 
shaped out. On agricultural relations also depends the occupational 
distribution in the village— an important force in rural sociology. The 
nature of tilling operation also moulds village living; the mechanised 
system of farming would even directly, broaden the outlook of the 
ruralites and to some extent modernise them. In the preliminary 
stage, the nature of operations, does, to some extent, bear upon the 
organisation of agriculture, and this, in turn, has an influence on rural 
structure. The farmer does not like to live far away from the scene of 
his work; he likes to settle nearby. This is also relevant to the structure 
of the village. It is possible that several types of systems may prevail 
in the same region, but it is improbable that several types of cultivators 
inhabit the same village; villages are rather homogeneous. 

village types 

Turning our attention to village types, we find that there is indeed, 
a great variety of them. In fact there are as many types as villages, 
identity in the village structure is rarely to be found. Still, there 
are some broad features that are common to some of them; and this 
is what makes grouping easier and facile. In this chapter, we look at 
the village structure from a special angle, the economic and social one. 
And then there are regional, geographical and cultural differences, for 
the village is the centre of rural living and the mainspring of all types 
of activity. It would be idle to compare an Indian village with an 
American or a British one, for they are entirely different. As pointed 
out above, the set-up of the village is the resultant of several 
forces; historical, evolutionary, traditional, social and cultural ones. 
What we set out to describe here is not the lay-out of the village, nor its 
! habitat, nor even its planning; we simply apply ourselves to its broad 
composition and structure. We are not bothered about the location or 
the oiigin of the village, but are concerned with the organisational 
description of the same. Thus village types would relate themselves 
' -to a sketch of the village organisation from the broad structural point 
: of view. The types, detailed here, are not sociological, but 

' agricultural ones. The emphasis is on purely rural farming 
\ aspects. Hence, this description would closely follow the farming 
i organisation. The main varieties, which find a place in this 

- treatment are Scattered hamlets, (which are only villages in name) 

/ Farming types (which are of numerous and many varieties). Settlement 
f villages (cropping up as a result of the settlers chosing to live there 
;i permanently, ) Joint farms ( akin to the tillage type of joint farming, ) 

i Group habitats (formed as a result of the groups of a homogeneous 

J nature) and Proprietary variants (rising up as landlords’ villages). Thus 
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w c fird that these are on the pattern of the organisation of 
farming though not quite identically, for ullage communities could 
certainly not be ordered to settle down in a manner conforming to 
agricultural practices There »v some elasticity of structure and s<rn* 
variation from the strictly agricultural pattern, for example, we do rot 
base a separate type to correspond to the decentralised ti pe of farming, 
not even to compact and consolidated forms This js what ue need 
stress, time and again, in the course of our discussion that there ts sore 
emergence, too, between the village structure and the farming systems, 
although the general pattern s closely follow cd 

Scattered Hamlets Fust among the various -ullage types, and ft* 
most elements ry form as also the loosest one, m the groupings, is the 
one commonly known as the icatftred type The general description 
is somewhat like this there are a number cf small cottages scattered a 1 
over the countryside, with farmers Using on their farm*, which ate 
mostly scattered This type, very closely, corresponds to the 
“scattered farming” tipe Bu* a distinction needs be drawn here, the 
\jl tepc structure m this group does not correspond to Fragmented 
holdings, for they may he preialent m the farming tillages, to be des 
cribed tn the next paragraph The “scattered’* type consists of several 
small cottages, planted on their respective farm*, which themselves 
are scattered This type is common to hilly tracts u here the fatrt 
are not at all compact, but widely dispersed and away from each 
other Each famtiv ts a sort of an independent unit, subsisting on 
its own p ece of land and not sharing in the community's social livin'*, 
except on certain occasions, communal gatherings or social festivities 
There mav he connecting and linking lanes or roads, which in the 
rougher terrain, follow the landscape The farmsteads, as tbe*e 
scattered ones may also be termed, are in a way isolated from each 
other Naturally, the system of peasant farming or csta*e farmin' 
(more frequently the former one) is followed in the*e hamlets The 
individualistic spirit is what rules the *cattcre<l families a sott of 
pride in their holdings and in their farmsteads These farms btlorg 
to the variant described above as family farming for the whole 
family works on the farm These hamlets can be hardly termed 
“villages” as now understood in common parlance Because 
of its dispersed form the village in ns spread is rather exten 
5tve, though communal living is ter, limited Farming is diver* fed 
it has to be, for the family secures most of its ne*ds from the 
sod Cultivation is usua’lt intensive, in ord^r that the best mar he 
taken out of the tend Division of holdings mav take place with t v « 
passage of time, so that ultimately, family living rakes on tie pattern rf 
community living home times, efforts arc made to tcchim r>wt 
land, especially when the pressure of population on lirtd increases 
as for instance in Hclland, where most of the land has been teclainri 
from the sea in this way The farmsteads arc frequently located 
from the mam road, ot the *ransport line, m some spot, having flak'd 
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advantages of water for irrigation and drinking purpose, or along 
streams or at the foot of hills. This type prevails in grazing lands. 

Farming Villages. The next type of village organisation that we 
•consider is a compact type of village in which the majority of the 
inhabitants are farmers. The lay-out of these villages may differ from 
region to region, but the essential feature is that the mainstay 
•of life is farming. The holdings mav be compact or fragmented, but the 
farmers and the tillers of the soil live together in the same village. This 
is a plastic type, admitting of several types of cultivation and not merely 
-a single type. In the “scattered type”, the farmers live on their farms, 
which are mostly scattered, while in this type the beginnings of social 
living may be noticed. This village organisation may prevail in 
hilly tracts, (though not necessarily so), for the scattered type is 
the favourite. There are several variants which are found along 
with this type of village organisation. Compact tillage is usual, 
but fragmented holdings could also be the prevalent type. The 
■communal fa'rming could also be undertaken under this village 
•organisation; but under joint farming, village organisation takes 
the form of joint communities. The point that needs to be emphasised 
is that this form of village structure is quite common and prevalent. 
Panning villages have usually farms spread out in strips near the 
-village. These villages are also characterised by commons, which 
may comprise woods, pastures and meadows. Generali)-, about a 
hundred families live in farming villages, though this need not be the 
rule. There may be one main bazaar where all the villagers may shop. 
This street may have the stores and the farmhouses on either side. 
If the village is a bit larger, there may be side streets and cross lanes, 
with houses on both sides. Married farm labourers may also live 
in these villages. A major factor, determining their location 
is the availability and accessibility of water, so essential to culti- 
vation. That is why most of the villages in India are located 
near the banks of the rivers and the streams. Grazing and pasture 
lands are other considerations. In the medieval ages, considerations 
-of security also influenced location : seme villages were located on 
relatively inaccessible sites because of the need for defence against 
maurauding tribes. But with security the older villages, began to be 
located near highways and on more accessible sites. The farming village 
•organisation has the distinct advantage of mutual protection and 
security from external aggression and intervention; consequently, the 
village becomes self-sufficient, uninfluenced by outside political develop- 
ments. This by itself is a factor potent enough to perpetuate that 
form of life to which the villagers have long been accustomed. This is 
■common throughout the world, except in the U.S.A. where the settle- 
ment type prevails. It makes for a closely-knit organisation of the com- 
munity by hindering the development of extreme individualism. 
Provision of institutional services is possible on an economic basis, 
w-hile the provision of social utilities on a co-operative basis is possible. 
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On the other hand, completely self-sufficient village ccmmunity, (and i» 
mav be possible that this natural process of development is attained by 
the farming type), easily becomes stagnant, for the patterns of hf c be- 
come so entrenched at individuals that they tardy depart from the 
same ; chances of change or variation are quite remote. Commurntyid-as 
and sentiments and mores and modes of living become firmly stratified 
and there is little room for elasticity of living. At the same time, there » 
greater probability of diseases and pests spreading both among 
animals and farmers, once an infection takes root. We must also notice 
the drawbacks of this type of living for commercialised agriculture, 
■which usually calls for large-scale farming, vhich m turn js in- 
practicable. Farming is more or less the family or even the subsistence 
type. Another thing to be noticed is the land hanger which charac- 
terises this type of agricultural \ lllagcs. 

Rural Settlements . In the ‘‘new’* countries like the U.S.A. they have 
developed settlement villages The American nation was settled by a 
land-hungry lot, who were keen to acquire land even at a social cost. A* 
waves of settlers came and settled on lands (which they acquired free), 
these villages developed, first as purely isolated types, and later as more 
compact and crowded ones. These are usually smaller than the 
farming villages, but definitely larger than the scattered hamlets. They 
he midway between the two. Earlier settlers v. c r e a conglomerate type, 
sometimes representing several European nationalities (in the case 
of the U.S A.), but even these acquired a homogeneous appearance. 
The benefit was the blending of creeds, classes, nationalities, and moti- 
lities of all settlers who freely intermarried and thus c\ olved a homo- 
geneous village culture. Social organisation of these villages was 
absolutely non-traditional, there being no institutions, or laid out 
patterns of life about which these communities could be grouped 
Sometimes, villagers lived on farms, while m other ca*es, in the 
central place, “the vi'lage”. In case they belonged to different races 
and nationalities, the} preferred to live on their farmsteads. Settle- 
ment villages fall into two categories, the homoctnvm and the 
tiohted. In the first type where homogeneit\ has been achieied 
through a process of social evolution, th c village is composed 
of inhabitants descended from settlers belonging to the same 
race and creed This homogeneity has be^ n responsible for the 
development of social traditions and social living according to set 
patterns of life. The development of social services has been more 
rapid and rather cheap. Social contacts and institutional relationship* 
have developed. With the passage of time, the settlement village < 
(belonging to the homogeneous variety) became a farming village, 
alluded to above, or sometimes a joint village, to be described 
below. Thete is a lot of intercommunication m the tillage and the 
countryside has the appearance of an exterdeff village street wuh all 
the houses and an occasional social centre, say (he school or the 
church, or the trade centre. This type combines thc adtan'iges 
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ot the compact village with that of the scattered ones. While the 
individual lives close to his farm in proximity to his crops and the- 
livestock and their product, he can also maintain close contact with his 
neighbours and with social institutions. Special services are also main- 
tained at a cheaper cost. Most houses are lined along the main 
highway, which may be the road or the river, while the land 
to be cultivated is laid in strips. In short, this variant is a sort of mixed' 
type, being both scattered and compact having these characteristics. 
The isolated type is, however, more common, and here group, 
unity is not to be found, in the movement of settlers to more 
fertile lands; earlier unity underwent a breakdown. There was no- 
integrated social life, for that required a common tradition, a similarity 
of population stock and a homogeneity of nationality of background. 
Unified agricultural settlement could not, therefore, be set up. If 
a blending came about, that was purely temporary and of a transitory 
nature. Reinforcing this were the various pieces of legislation enacted 
with a view to encourage these settlements; these laws required a man 
to live on his land for quite some time before he could be recognised as. 
its owner. These factors speeded the formation of isolated types of 
settlement villages. Social action and unified social sentiment are. 
bard to achieve. There is little contact with the devices that 
may bring social pressure to bear upon him. But there is 
the other side of the picture, too. The isolated farm has made 
it possible for the cultivator to tilt large tracts of land. In the U.S.A. 
in particular, the way was paved for the mechanisation of agricul- 
ture. Family solidarity was also secured, for the family has to brave 
the hazards of an isolated living. Greater was the care expended 
upon live-stock; responsible for the evolution of the specialised 
livestock farming, so characteristic of the new world, the 
Americas and Australia. With the development of the speedy 
means of transport and communication, however, the isolation of the 
farming family tends to be broken. This, in turn, spells great 
prosperity, especially with the earlier handicaps removed. The costs 
of the settlements, we find, have been rather excessive. Enterprising 
farmers, living on their farms, lay an over-emphasis on work. 
Fewer social contacts interfere with work, life is, consequently,, 
lived as a life of action. High costs are incurred for such 
services as running water, sewerage facilities and electricity, for they 
have to be provided individually. Often the expenses are so excessive 
that the farmer may go without these services, because he can 
not afford these. Social institutions, too, may not be afforded, 
for they were also rather expensive, now has the individual farmer 
a school for his children. At best one-room schools and similar smaller 
units are set up by a conscientious administration in a central place, 
in order to serve all isolated farmsteads. From the point of view of 
road building, its initial costs, maintenance and upkeep, the cost is 
high for the solitary type of the isolated village settlements. In 
short, the isolated settlement community is rather an expensive 
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experiment n rural evolution, and preserves its individualistic 
■character Socially speaking, the neighbourhood is the most 
important primary social unit for this type of diversified village 
The neighbourhood arises, m most of these communities, for purposes 
of self help and centres around an institution, sav a school, or church or 
•a recreational centre or even a retail store This is the first punc 
tuation m the process of soc/ai evolution from the isolated settlements 
to the homogenous variants, for these institutions in the common 
neighbourhood are potent in sustaining a group consciousness, though 
the process is often spread over long periods of time Gradual^, 
therefore, the isolated settlements evolve into the homogeneous type] 
This process, though almost universal, has been more noticeable in the 
Americas In India, too, the periodic markets and matuhs provided 
good opportunities for social intercourse for the is lolated types of village 
settlements, especially in the newly co'omsed regions, like the Canal 
Colonies of the Punjab Greater interdependence is gererated in 
this socio economic process Not necessa-il) the neighbourhoods were 
quite isolated central places, there were also the urban markris, 
■when the settlements were slanted near urban areas, while the 
neighbourhoods in the vicinity of the towns ahvajs tended to dis 
integrate, their functions being usurped by towns Fven under the 
dynamic process of rural evolution, these patterns have tended to persist, 
and the locality groups have also influenced the newer forms of social 
organisation Out of these neighbourhood centres —the most important 
from the point of view of economic analysis— arose the farm trade 
•centre, which in course of time also became “service centres”, 
because generally speaking, the professionals tended to live tn these 
trade centres, rather than m villages. 

joint Communities The settlement villages become in the 
process of social evolution wha f mav be termed as the “joint comtnu 
n'ties,” based on the foundations of joint farming, *n all its varieties 
These villages grow up out of communal farming and joint cultivation 
When each familj gets land to cultivate, as allotted by the village com 
muni tv, the way is paved for the formation of joint villages Communal 
farming, as we learnt in the last chapter, is a relic of Feudalism Tic 
village land being held in common, the families could get any piece to 
cultivate The ties, now binding them, are cultivation of common land 
and the village common The cultivators descend from one common 
ancestor, the bonds common to the villagers are those of blood and 
kinship Again, in these villages, land is inalienable, therefore, the 
villagers have to live jointly, their responsibility for the payment of 
land revenue and other dues is also join*- and indistinguishable Their 
cultural traditions and modes of living are identically the same 
It is the customary laws that operate m these communities, this is another 
cementing factor The settlement types also convert themselves into 
joint communities, through the process of social evolution The homo- 
geneous villages, in the course of time, (by holding land m common), 
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turn themselves into joint ones, for these homogeneous commu- 
nities are often descended from one common ancestor. The joint villages 
therefore, fall into three categories, the settlement farming ones, the 
communal farming ones and joint farming ones. Though Indistinguish- 
able apparently except that one can recognise a type bv tra cin g 
it to the origin of the village communities, the characteristics 
of each are typical of the type to which it belongs. For example, 
in the joint villages, which owe their origin to settlement 
farming, the, stress on the colonisation aspect and the formation of 
the village is quite distinct, there being a long range of houses along 
the main highway and the tracts of each farmer being separate; it is the 
loosest type of the joint community, the only bonds in it are those 
of original common descent, or in addition to tills, those of 
joint ownership, if that be in vogue there. In the commu- 
nities, which owe their origin to communal farming, land is 
the property of the villagers and cultivators are often rotated on it, the 
bonds are those of common lands, which belong to everybody and the 
supreme village body. The cultivators do not ordinarily live 
on lands and no permanence of cultivation rights could they 
claim. There is absent even a common descent, or origin. It 
is not a homogeneous lot that lives in the village, but people 
belonging to different races and creeds. In the villages taking 
after a joint system of cultivation, the factor most pronounced is 
that of common ancestry and descent, with indistinguishable and 
joint ownership of land. Thus there is an elasticity of organisation 
among the different types of joint villages. We have noticed the main 
and the more important types, according to origin and evolution. 
The economic aspects are quite outspoken: the village organisation is 
very closely well-knitj and there is close interdependence among 
villagers. An excessive interdependence and kinship may also kill 
all private initiative and the individual may have to submit to the will 
of the community. The village order may stratify into channels 
•carved out by tradition and custom, to the exclusion of all others. 
This type of organisation is common among the ancient com- 
munities, like the Indians, the Chinese and the Spaniards, where 
respect for old order and custom is of the superlative. Life runs 
along the grooves of custom; the hold of religion and superstition 
is fairly strong. Social contacts are on a tiaditional level and the 
character of village institutions ancient. Sometimes even payments to 
the labourers, engaged by village community or cultivators, are made 
according to custom, while the distribution of occupations is very 
narrow and limited. The form of the village is compact and its 
life closely intimate and interwoven. Certain advantages may accrue 
from this type of social organisation; inertia enters the rural sphere, 
in a much stronger manner than in other mores of rural living. 
The ruralites have all along stressed the values of security and 
self-sufficiency to the exclusion of such considerations as those of com- 
fort and luxury; hence the joint villages have, by making the poor indi- 
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vidual subservient to the domineering community, rendered him inert 
and unenterprising The private arts cf individuals assume more 
social significance, the individual has hardly a personality of his own 
apart from that of the community to which he belongs and of which 
he is product There is little chance cf progress except when the com 
mumtv, as one bod) , makes an endeavour to achieve it but that may also, 
go against the established and age old customs and traditions of farming 
and living and this may be resisted But with the impac* of industria 
Jisation and urbanisation, this type of communal living is now breaking 
up, the organisation disintegrating and the bonds of kinship 
loosening, u nh the result that the individual peasant is asserting hirmelf 
and trying to get away from the shaclles of the community, which 
too, is weakening due to political and economic forces 

Group Systems Under this heading, we analvse various 
modem tvpes, that have evolved as a result of (he introduction of col 
lective farming and co-operation The collective farm, cr the Kol 
kbo^, is the typical producing unit in the Soviet Russia The land is 
owned by the state, and the members of the Kolkb'% cultivate it The 
cultivators live in vi’Jaget and owm houses and gardens The manage 
ment is in the hands of the state and the farmers are paid tenants or 
shareholders Mostly there are the trained technicians who take charge 
of machines and tractors, as also manager and government employees, 
who direct agricultural operations This elementary knowledge is 
essential to an understanding of the type of the villages under collec 
ttve farming The village community is not *o well knit, though 
not loose either, for thev have usually an interest in the same farm 
and being entitled to ‘ bonuses” out of improved and increased pro 
duction, they ha\ c the common linkage of cultivating interests Some 
times they have also a voice in cultivation, private initiative is then 
recognised and given its place of importance But once decisions have 
been made and given sanction by the higher authorities, there could be 
no change brought about In short, the individualistic structure is not re 
cognised in the sphere of farming It may be emphasi7ed that the villagers 
have no common bonds threading their lives hence the organisation 
of the village is usually individualistic and the village community not 
very strong It is a loose organisation, run on regimented lines 
There maj be some amount of limited authority and autonomy for the 
village body, but none so effective as in the joint villages The lay out 
of the village is carved by the external authority, the growth has not 
been evolutionary, except in very rare instances The fotm of 
the vnYage may resemhi'e either the compact one or Che seceleaxat 
one, there is no rigidity about it On the whole, the ullage has access 
to a number of modern amenities of life and not at sety high costs 
for the state takes it to be its own responsibility to extend these 
The collective villages have not very many distinct characteristics 
except that the village has no lands for cultivation except those under 
the authority of the state, who is the ultimate owner The Milage gtoup 
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is homogeneous for all who participate in the work of farming. There is a 
lot of divison of labour on these farms due to extended mechanisation 
and power-driven machinery being employed they live in the same 
village. The modes of living are neither customary nor traditional but 
those dictated by the external authority. There is identity of outlook 
in these villages : they ate conglomerate types. 


Co-operative Variants. Turning our attention to the co-operative 
farming villages, we find that their composition, structure and organisa- 
tion is not a little different from those of collective types. The 
■essence of the co-operatives is decentralisation and democratisation. 
The middleman is sought to be eliminated. There are jour distinct types 
of farming, as detailed in the last chapter; but we do not propose to 
•discuss the characteristics of each type in its bearing on the village 
■structure. These types do not reflect upon the village organisation, 
since the farming types pertain to internal organisation and do not 
"bring about structural changes in village structure. What matters is the 
•co-operative spirit that pervades the cultivators. The bonds that thread 
their lives are voluntary and self-imposed, not traditional nor even those 
which may be due to the regimentation brought about by external 
authority. Ranging from the loosest form of the co-operative organisa- 
tion to the closely integrated one, the spirit that does pervade 
the community is the co-operative one. Elasticity of farming 
organisation reflects itself in the bonds that link the villagers. 
Under the loose forms, village organisation is not so closely integrat- 
ed, while under the more closely-knit farming systems, the village 
community strengthens itself. Still the element of progress is present 
throughout and asserts itself in the mores of co-operative 
living. The individual does not suffer exploitation at the hands of 
group or a community. Tradition gives way to enterprise and initia- 
tive, but the lay-out may well be retained as the traditional one. The 
relations between the villagers are no longer those of the customary 
type, but of equality and fraternity. Unlike joint villages, this form of 
structure is to be distinguished by the closeness and associateship of 
the villagers, who may have joined hands out of a realisation of the 
advantages of co-operation and not out of social necessity or out of 
•considerations, extraneous to farming processes. It is to be 
appreciated that if successful, this form of village organisation 
is quite plastic and can accommodate types of people belonging 
to all classes. The one great effect is that the village community 
gains strength and is able to do a lot for the betterment of the 
villagers. This strength is derived from the voluntary surrendering of 
personal and narrowly selfish interests by villagers, and not under 
the dictates either of custom or of political authority. Out of the two 
forms of group system, that we have considered, the co-operative is 
more plastic and humane. But it may not endure, being too voluntary, 
withdrawal being easy, too. 
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Protrutarj Tykes These are distinctly of a separate category, not 
included in the above list The proprietary villages mosth confoim to 
the system of farming popularly known as “estate farming”, described 
in the last chapter To recapitulate, this farming si stem is landlord 
type, the land belonging to one 'andlord The villagers ate usually 
tenants Whatever the type of tenancy that maj prevail m the estate, 
the village lands are the property of the landlord and the farmer-tenants 
live there with his permission and occupy the *ame at his pleasure 
Even if they have rights secured by means of purchase cf their 
residential accommodation, these are of no practical value, for the hold 
of the landlord is rather strong and none date defy him Experience 
has taught that even m those regions where the rights and privileges 
of tenants ate protected bv law, the farmers feel very much helpless 
and have no means to get the law enforced and thus protect their 
interests and rights. And then the landlord has an alternative open to 
him, ejectment of the tenant from his lands, the unemployed cuhmtor 
has nowhere to go to and has to leave the village in desperat on The 
village community has no say in the administration of the village, they 
do not have village common, as in nearlv all other types of villages The 
community is composed of serfs living under pressure from the landlord 
or his servants Although tt may be supposed that the interests of the 
villagers are more or less identicallv the same, and all of them suffer from 
the same tvpc of exploitation, it is strange to find how disintegrated 
they become, there is no unitv of puroose nor fellow-feeling not even 
any sympathetic interrelations between They all stand demoralised, 
therefore, in order to curry favour with the landlord, thev are vetv much 
disunited While an enlightened and conscientious landlord mar try 
to improve the environment* in the village the usual run of the 
overlords are absentees, enjoving luxurious livinc in the cities, and 
not caring for the lot of the villagers, so long as thev get their pound 
of flesh Absentee landlordism being the worst type of estate fanning, 
the villagers are verv helpless, under this particular variant If 
and when the landlord lives on the estate, he does make im- 
provements in village sanitation, and tries to arrange for certain 
amenities for his village, if only to serve fcis own selfish ends, but our 
point is that the villagers do gam thereby Sometimes the landlord 
mav, even while living in the «me village, so isolate himself that the 
villagers are thrown to the rotten locality and excluded from the 
various services and amenities of life that the landlord mav have been 
able to get for himself On the whole, therefore, the lot of the 
xUlsgex? -is -flrure Af/ilnrahle under this organisation : thev arc seifs 

The Inference The above rapid survey of the village organisation 
has been a bird's eye view of the subject Rural sociology 
typically local, the rural types vary from region to region and 
locality to locality It must, however, be re emphasised that 
village organisation is a product of the historically etohiMorary 
process of social organism The village structure is undoubted y o 
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the evolutionary type, and it may be rather difficult to correctly cate- 
. gorise each village in terms of this classification. We have onlv tried 
to bring out the common characteristics of- each type as broadly borne 
on the social canvas, in relation to agricultural organisation, though 
we have not rigidly adhered to agricultural and farming systems 
as such. Our survey has been of a descriptive nature. The scattered 
hamlets were a loose type of rural organisation, not strictly speaking 
comprising the village, for it is only by some stretch of imagination that 
we could describe it as village. ■ The farming villages, we discovered, 
were more compact in their structure and presented the “appearance” 
of a village. Rural settlements were either homogeneous or isolated 
one, both having some special characteristics. The joint communities, 
we noted, flourished only at the expense of the individual’s freedom 
and libet ty: the cultivator was reduced to the status of a dependent 
person, living as one over all group. It was also noticed that 
these communities were decadent, due to several social and economic 
forces operating in the countryside. The groups that comprised them 
were either settlers, or descendants of a common ancestor or some 
farmers brought together by historical forces. The group villages, which 
conglomerate comprised the collectives (of the Russian design) and the 
co-operative farming villages, are not so potent as to efface the single 
farm family’s entity, though in the co-operative variant there is 
greater scope for the exercise of individual initiative and enterprise, 
and therefore less regimentation than in the collective types. But, still, the 
collective villages have an eternal authority to plan out their lives and 
some sort of regimentation appears to be enforced. In the proprietary 
villages, both the absentee-landlord variety and the resident type, 
the individual has little voice either in the structure or the social 
framework] in the first type, the provision of elementary and 
primary amenities of living is conspicuous by its absence, while in the 
latter one, the farming community could incidentally benefit from the 
provision of certain amenities, purposely provided for the landlord. 
The farmer’s personality suffered a lot, as the villagers are merely 
serfs, spying on each other. 

the correlation 

Having studied sevctal types of village organisations we discover 
the interrelations that might exist between the village types and the 
farming systems. This subject of village organisation is being studied in 
continuation of farming systems, for there is a relationship between the 
two. The major occupation in the villages being farming, agricultural 
organisation does influence the rural way of living and the organisation 
of the community. We shall now try to see if there does exist^ any 
correlation between the two. We need not necessarily take each single 
type and see how the correlation establishes itself; an effort was 
made above to link the two and understand the communal 
working in the light of farming systems. First of all, we shall see 
the organisational impact of the farming systems on the structure, 
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lay out and organisation of the village community , this br itsetf is «: .» 
a significant subiect in the study of Agricultural Economics Secondly; 
we analyse the effects of certain systems of farming on the set up of tae 
village, this is the dynamic aspect of the evolutionary growth and ns* 
of modern villages in advanced, backward and transitional econom.es. 
In the next place, we shall correlate the organisational structure to t£» 
system of land tenures, to which of course, we attend in a sepant: 
chapter, the treatment in this chapter, however, is from the porn* of 
view of village organisation and not from that of land tenures asd 
their bearing on farming systems We round off this analysis wishi 
summing up of correlation It need not be anticipated that correlaaoa 
-would be established in a mathematically rigid manner, on the other ha"d, 
the form organisation, not always lay down the lines of rural and village 
■organisation, for there being no rigiditv either about it or about the 
latter, that without a hypothetical type of organisation a particular type 
of farming would not be possible to pursue In all human organisations 
and structural patterns, whatever correlation establishes itself is purely 
accidental and not before an analytical survey undertaken by the theorist. 
The ends m farm and village organisation as we shall have occasion to 
notice, are not identical though they may be similar This analysis ol 
the correlation would be instructive in that it would shed light on varou: 
rural problems and enable us to visualise the limits to which existing 
patterns could be moulded so as to fit in with various types of farming 
with which we may try to experiment within the rural sphere, as also 
give us an anticipatory idea of the social forces consequent upon these 
types 

Organisational Impact The correlation between village organ! 
nation and farming systems is to be studied This correlation is cot 
very distinct though, still, it would be an instructive studv While the 
farming systems are spread over a very large canvas, the village orgi 
msation is rather narrow in its sphere It appears, therefore, that the 
village orgai isa Jon of a certain type does embrace varied systems of 
farming The farming ‘ynems do not necessitate parallel types of 
village to come into existence More often than no', the formation of 
Tillag- precedes the systers of farming that operate m a certain rural 
structure A certain type of village living is established, and then a 
.certain system of farming, suited to that organisational set up, brought 
into existence, but later on because of the evolutionary process in social 
and economic spheres, farming assumes certain other forms 
while the village organisation remains static This appears to 
be a valid explanation of the lag between the organisational types ,nt * 
vthe farming systems And then the institutional factors and force 
too, must be taken into account, the structure of the society also ha * 1 
bearing upon the village organisation, though it may not influence 
^farming system to such an extent. Thus the village organisation is 
resultant of such forces as operate on the social canvas, while the farming 
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p° ° . rC ^ n rather interlocked and intertwined, though indirectly, 
bear in J[. ecis ' The farm organisation has, however, an important 

cultinrof; ° n - V1 struct ^ re - We detailed the various aspects of 
re-fvmi ° n Jn i, ldbrCn 5 vdla g e types. Still, to recapitulate, we may 
fe l '• n 7 eac P e from this point of view, and try to establish a 
is nr ? etween the two, if possible. For instance, the scattered type 
-cnnfiS al ways ^-existent with scattered farming, which may not be 
thr nth ragmcntation of holdings. The farming villages, on 

,, r r cr and > embrace a larger number of farming systems; the range 
Thic r , min ^ 5 y P.f. s 5 Prevalent in this village structure, is rather wide. 

y P e ot tillage is the most common and plastic. It appears that 
u-hirL - u S j ame - int ° beifl S as a result °f the system of peasant farming 
: * , 'u-u dete 1 rior , ate lnto other types later on. Fragmented hold- 

which may be the result of successive inheritance, may form the 
f„,r^ n8 ^ PepreValent * n tbe f arni ing villages. It is also probable that 
, f r etenoration takes place and the small holders turn into tenants 
mo-, “T* village gets to be tenant village. Decentralised farming 
l 7 a S ° e Pmotised in the farming villages. In short, one could not 
C ? oertain about the system of farming that may be practised 
-j , e ar ming villages : any variety of farming may be in vogue. 

• e , ru / a settlements, however, settlement farming is usually 
hoc SC i °j tbe sbn P^ e reason that this type is of recent growth and 
• , ev ? , e d as a result of the settlers selecting that particular site for 
ential purposes. Both the homogeneous and the isolated forms 
rise as a direct result of cultivation processes; cultivation preceded 
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ullage formation The homogeneous type may degenerate into some 
other type, such as the landlord or the proprietary ones but the isolated 
one does not so soon lose its own form, it may grow into a scattered 
type of a loose ullage, but that only with the passage of time Still, 
settlement villages are liable to pressure from the d> namism of change* 
Joint villages are the most static form of village organisation and very 
seldom change even under the pressure of change From inception to 
development, the essential feature of these villages is either common 
ancestry or some such factor a* common Kinship, that is why they do 
not change, though with the passage of time the self cultivating joint 
owners become absentee or those having ousted other owners to other 
places in search of employment or work The group systems, too, 
ate similarly situated and though at first of a loose satiety, become 
rather well knit as they reap the advantages of joint farming, in the 
co-operatnc tariety, the bonds are voluntary, while in the collective 
ullages, they are external, and communal living is not so intimatt 
The proprietary type is correlated to estate or landlord farming 

Land Tenures Another influential factor, beating on the internal 
structure of the village is the nature of land tenures which means the 
holding of land and its cultivation the relationship between the actual 
tiller and the actual owner of land Under Zamndart or the landlord 
type, the structure of the village tends to be the proprietary type with 
larger numbers residing there While under peasant proprietorship, 
majority of farmers ate peasant cultivators living on a basis of equality 
under metayage, the complexion of the village is neither exclusively 
the farming type nor even that of the landlord proprietary one, but 
resembling rather a compact type Land tenures influence and shape 
the internal organisation of the village in still another manner, they are 
the determinants of agrarian relations in the village, which in turn, are 
very effective in moulding its life So potent are land tenures m mould 
ing rural relations that there are, in certain countries, like India, villages 
Known after the system of land tenure prevalent in a certain area and 
also recognised as such True, that agrarian relations may he effective!) 
influenced by such other factors as agrarian legislation, (which we shall 
hav e occasion to discuss m a separate chapter) but the point at issue is 
that land tenures, by themselves, arc the causative forces responsible 
for the initiation of such legislation For most agrarian legislation is 
enacted to soften these relations, hence the causaht e factor is land tenures 
In still another manner, do land tenures affect the character of village 
organisation they shape farming systems, even though very remotely 
and indirectly, thtough this they influence village organisation in so fat 
as the same is moulded by farming systems to gome extent This is oot 
all, land tenures also determine the traditions of rural living, the old 
established customs are often the result of land tenures which may have 
prevailed in certain ullages for some time Some customs, eg that® 
presents to be made to the landlord and forced labour are born out 0 
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land tenures. The process of village evolution is composite and one 
factor alone is never responsible for village life as it is being lived at 
one time. Although we shall discuss land tenures in a separate chapter, 
it should suffice to understand here the place they occupy in the village 
organisation whether directly and effectively, or indirectly and remotely 
through farming systems or land tillage. A word of caution here : it need 
not be taken for granted that land tenures are of an exclusively pure 
type ; mixed tenures may be also found in the same village : in fact this 
is the more usual case. 

Miscellaneous Factors. We must not conclude, in the light of 
this analysis, that the above are the only three forces responsible for 
an effective correlation between village types and farming systems. 
Other factors and forces do operate, though they may not be so 
glaringly outspoken and pronounced. Some sociological forces, like 
tribal organisation and caste system, etc., are also operative in this held. 
It often happens that tribal structure leaves its imprint on the village 
which often closely follows that form. Similarly, in countries like India, 
caste may be an influential and effective factor making for such inter- 
relationships, and shape the internal structure of rural areas. It is not 
unusual that one comes across villages which bear the name of a clan 
organisation or the nomenclature of a certain caste. Similarly, there 
are religious forces which may give rise to the pattern of a village : 
certain sections of the population may have migrated to a certain out- 
landish place in the same country in search of religious freedom and 
liberty to follow their own practices, or even to another country in the 
same quest; consequently the village structure follows the pattern sanc- 
tioned by religious practices. Quaker villages were set up in the Ame- 
ricas, and still persist, though not in the same rigid form. Then poli- 
tical causes may have led to the formation of rural communities, and the 
organisation of an alien country may have been imprinted on the rural 
; set-up which has come under the influence of aliens. The Spaniards 
implanted their own village types on the hapless natives of Mexico, 
: Ecuador, Peru and Bolivia where they did contribute most to the 
communal ownership system of farming and the corresponding village 
''organisation. Cultural factors may also have been responsible for the 
; growth of village in certain cases. In the same country, and sometimes 
. ,n the same agricultural region, different types of villages may be found, 
mot on account of differing systems of farming but on account of 
'differing cultures. Social stratification, too, may influence the day- 
• o-day life in the village. Even though the farming pattern for all 
'nhabitants may be identically the same it is evidenced in the villages in 
,mdia, that the “untouchables” used to live apart from the rest of the 
.community and this factor affected not only village organisations but 
’ Iso rural relations. In short, this section may be rounded off with the 
lemark that the effort to .establish a correlation between the village 
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structure and the farming systems tray not be very fruitful, although 
a correlation does apparent!, exist between the two, but not so intimate 
as one would like to imagine and expect 

RURAL CHARACTERISTICS 

Having understood the relationships between the village set ut> 
and the farming s\«tems, we now proceed to grasp the essentials of the 
rural society, its farming aspects and framework, certain characteristics 
are distinctly rural, while others distinctly urban There is some 
difference between the two and both ate quite different Certain rural 
characteristics may be noted the society is marked by a certain amount 
of conservatism. It is not so progressive as its urban counterpart, rbe 
village is a smaller unit than the town and the city , it is not so moder 
nisea as th» city is , and (except in recent tim-s), rural areas are not so 
dotted over by industries and factories as towns In the villag-s, we find 
that there is 2 predominance of agricultural pursui s, while in the cities 
there is no emphasis on outdoor activities While in the villages tb* 
distribution of occupations is limited, in the towns the occupational 
canvas is very large Thus we find that there are distinctly urban and 
rural characteristics, which mark village society in a pronouac-d 
fashion Bur the purpose of this analysis is not to institute a com?* 
rtson between rural and urban areas but simply to stress rural feature 
In other spheres of activity, too the rural socictv has distinct living 
and wc must notice certain mote pronounced features in brief The 
rural areas arc marked by an affinity to nature which influences their 
outlook on life , that is why they wear a conservative outlook and 
arc not so progressit e as their urban counterparts Again, family 
aficctton plays a very important part in the lives of the villagers may 
be because farming is invariably a family enterprise, or because of the 
lack of outside interests lot the members of the family The institution 
of ‘ family has been preserved in the rural areas with greater ate 
than in towns where disintegrating forces have invaded home-life 
Wife, in particular, is regarded as an indi'pen sable assistant m 
the farming chores Again, probably because of this factor and 
also because of the fewer external entertainments available the 
birth rate is usually higher m rural areas There is also a universal 
tendency, in the villages, to early marriage, out of «heer necess ty 
Religion, too, exercises a stronger hold over the rurahsts than on other 
sections of the community , seatan villagers arc not educated in the 
arts of logic or scientific methods and therefore ate ferule fc 
for the priest The point that needs to be stressed is that there . 
distinctly rural features as noted above, although the most 
distinguishing ones, e g self sufficienc), integration and ^ 
will be noticed, in this connection 

Self snjficitn<y Among the more prominent and distinct 
characteristics, self sufficiency is important Village life is matkea 
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a preference for self-sufficiency. Especially in the more backward re- 
gions is this characteristic rather pronounced. Complete self-sufficiency 
is even theoretically impossible. What we imply by this term m this 
context is only that the village communities are rather independent 
of urban suppliers. With food and shelter secured, they do not bother 
much for other necessaries. The most essential necessary of human 
life, food, they grow, while in regard to their clothing needs, they 
make their own cloth, which, even to this day, is the practice in 
backward and some advanced rural economies. The economic standards 
in villages, being rather low, villagers are not addicted to modern ameni- 
ties of life. Scattered hamlets have a central bazar running, where one 
can shop. Simi larly, compact villages and farming communities, too, 
have shopping centres to meet their needs. Rural settlements, both the 
homogeneous and the isolated types, have a central place where to shop. 
In the joint villages and the group communities, also, the central shop- 
ping centre is more or less an indispensable complement to life. In 
short, all types, whether scattered or compact, big or small, have shop- 
ping places, which however humble they may be, are still sufficiently 
equipped to meet all their needs. Analysing their needs, we find that 
the villagers’ necessaries of life are rather few, mainly because of their 
ignorance of modern life and their aversion to urbanish ways. Their 
conservatism, too, stands in their way of adopting the modern living. 
And then they are suspicious of urban modes. Tardy means of commu- 
nication and transport, too, have been responsible for this outlook. 
Villagers have always been much engrossed in their own families and 
their neighbours to the exclusion of external interests. Regional cul- 
tures have found their preserves in villages; this also affects villagers 
who limit their needs and warits to their traditional mores. Religion 
has been an active force in the rural set-up. The preachings of all 
religions have advocated minimisation of wants and discarding of what 
they have chosen to term “luxuries.” This, in turn, has limited the 
villagers’ purview very considerably. Therefore, rural regions have 
only made use of the locally available means of satisfying their wants, 
and later on settled down to this traditional living. Self-sufficiency is 
breaking down, where the modern spirit has percolated to the rural 
masses, as we shall see in the next section. Still, it is a major factor in 
' rural life, in a larger part of the world, especially backward regions, 
: where tertiary industries are not yet rooted. 


Integration. Most village communities are closely knit and inter- 
woven. This is also related to self-sufficiency. In the village, not only 
are people interested in everybody else and thus lead a communal life, 
' very much unlike the city where a person living in one flat may not be 
known to another in the adjoining one. In the rural set-up people 
share their joys and sorrows in a mutual manner and come to each other 
in times of distress and need. The communal spirit may arise 
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out of initial insecurity -which prevailed in the older ages, wbra 
law and order was not so well established And later, it may hive 
become a traditional way of living among villagers This u one 
aspect of integration, quite conspicuous in the rural life Another 
aspect is more important, though less apparent this is that villagers 
produce what makes them self contained One man usuallj products 
-what the other needs Though this system of integrated production 
has undergone some decay in recent years, still this does hold tree 
to a great extent The bother of having to market the produce 
outside the village is too much for the peasant, he prefers to sell »olf 
in the village That is why most rural productive patterns are usually 
complementary A third aspect is occupational distribution in nml 
regions this is complementary and on a self sufficient basis It is not 
implied that the occupational canvas is large, on the other hand it is 
quite a narrow range The occupational distribution is such that neatly 
all the more important vacations (from the villager’s point of view) 
are found Professional complementarity is another important aspect of 
what we have chosen to describe as “integration ” Yet another point is 
that the village is an integrated unit, from the point of view of admims 
tration there is a considerable amount of self government even where 
the modern concepts of democracy are not yet implanted In the an 
cient communities, especially, this village autonomy had found such 
practical expression that villagers led their lives unaffected by the me 
and fall of kings and the ups and downs of dynasties Thus fourfold 
integration swayed the village community Admittedly , this economic 
feature is on the decline these days, soil in the backward part of 
the world, this particular characteristic rules the village In fact, 
integration is so important that its various types and kinds may he 
considered and more attention devoted to it In the next paragraph, 
we intend studying the dual aspects of economic integration in the run 1 
areas, the horizontal and the vertical ones These twin aspects in 
important from the analytical point of view 


Vt rttcal and Horizontal Types The two types of rural integnuon, 
that we propose to consider, are tcrlical and horizontal In the formet 
integration proceeds on the basis of one unit feeding the other la 
the sphere of agriculture, for instance, some farms may grow feed for 
dairy herds on a contract basis, or otherwise and m return obtan 
manure and dairy requirements Both the cattle and the agticulnmf 
farms become complementary to one another, and one could not function 
without the other This type of integration is described as urii el 
Its essence is that no process is complete by itself, one process is cor 
pleted by and dependent on the other This is common in the West 
and especially in the Americas, though it is not absent in the ancient 
world This resembles what economists may term as “division of 
labour ” The benefits that accrue from this system are both economic 
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and social : the economic advantages are derived from the division 
•of labour, while the social ones make for more intimate communal life 
and more interdependence among villagers. But this practice is not 
possible on scattered farms, nor on peasant farming, nor even on the 
settlement types for obvious reasons. All these farming types have to 
be self-sufficient within the framework of individual farm and are family 
types, self-contained within themselves. Hence, it is that vertical integ- 
ration could not be practised on them. Scattered hamlet types find 
it difficult to practise this variety of integration, while settlement villages, 
too, may not be able to run on these lines for the simple reason that 
their individualistic outlook stands in the way of its adoption as that 
means total interdependence. For these types, there is another variant, 
the horizontal. This particular variety is conspicuous by its complete- 
ness of farming operations. Each farm may be regarded as a distinct 
■unit, complete in respect of all operations that it has to undertake. 
Many such farms may exist and it is their total supplies that may go to 
make the full supply needed in the village. Nearly all farming units 
are of the same type, though slight variations in their structure may be 
found. Still this integration ensures self-sufficiency for the village, in 
respect of the supply of basic necessaries of life. Integration of the 
village is thus quite an important aspect of rural life and has twofold 
aspects, the vertical and the horizontal ones. The former vertical 
type of integration is more scientific, more useful and more enduring 
from the social points of view and the economic angle, while the latter 
type, though more common, is not of such advantage, nor of such 
'economic significance, except that it may also ensure self-sufficiency. 

The Village Common. The next important and distinctive feature 
is the village common, characteristic of all rural communities, 
whether ancient or modern, advanced or backward. It appears that 
the village commoa is essential to life in the village which it has, 
earlier, been remarked is communal and rather intimate. It provitks. a 
forum of communal life; it is the joint property of villa^ > 
could claim to have exclusive rights in the same. Thr 
include the common grazing land, the common forest 
common playgrounds and recreational grounds. In facy 
common has persisted through the ages; it seems it is a j. 
of village life, for nearly all types of village org3*~ V* 
an important place of prominence assigned to it, even in the 
types, the village common is recognised as belonging to the . 
and not the landlord. Customary' usage has given to it an inal' 
character. All have equal rights of sharing the common and usin 
though not exclusively. Village councils are held and impo* 
decisions, affecting the life of the community made, while it may 
f P lace where judgments are delivered by village communes . 
oancaajats; disputes are settled by common consent in the village com 
mon, which, therefore, has a special sacrosanct significance. Severn 
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out of initial insecurity which prevailed in the older ages, when 
law and order was not so well established And later, it may have 
become a traditional way of living among villagers This is one 
aspect of integration, quite conspicuous in the rural life Another 
aspect is more important, though less apparent this is that villagers 
produce what makes them self contained One man usually produces 
what the other needs Though this system of integrated production 
has undergone some decay in recent years, still this does hold true 
to a great extent The bother of having to market the produce 
outside the village is too much for the peasant he prefers to sell it off 
in the village That is why most rural productive patterns are usually 
complementary A third aspect is occupational distribution in rural 
regions this is complementary and on a self sufficient basis It is not 
implied that the occupational canvas is large on the other hand it is 
quite a narrow range The occupational distribution is such that nearly 
all the more important vacations (from the villager s point of view) 
are found Professional complementarity is another important aspectof 
what u e have chosen to describe as integration ’ Yet another point is 
that the village is an integrated unit, from the point of view of admims 
tration there is a considerable amount of self government even where 
the modern concepts of democracy are not yet implanted In the an 
cient communities, especially, this village autonomy had found such 
practical expression that villagers led their lives unaffected by the rise 
and fall of kings and the ups and downs of d> nasties Thus fourfold 
integration swayed the village community Admittedly, this economic 
feature is on the decline these days, sail in the backward part of 
the world, this particular characteristic rules the village In fact, 
integration is so important that its various types and kinds may be 
considered and more attention devoted to it In the next paragraph, 
we intend studying the dual aspects of economic integration in the rural 
areas, the horizontal and the vertical ones These twin aspects are 
important from the analyucal point of view 


Vertical and Horizontal Types The two types of rural integration 
that we propose to consider, are vertical and horizontal In the former 
integration proceeds on the busts of one unit feeding the other In 
the sphere of agriculture, for instance some farms may grow feed for 
dairy herds on a contract basis, or otherwise and m return obtain 
manure and dairy requirements Both the cattle and the agricultural 
farms become complementary to one another, and one could not function 
without the other This type of integration is described as vertical 
Its essence is that no process is complete by itself one process is com 
pleted by and dependent on the other This is common in the West 
and especially in the Americas, though it is not absent in the ancient 
world This resembles what economists ma> term as ‘ division of 
labour ' The benefits that accrue from this system ate both economic 
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and social : the economic advantages are derived from the division 
-of labour, while the social ones make for more intimate communal life 
and more interdependence among villagers. But this practice is not 
possible on scattered farms, nor on peasant farming, nor even on the 
settlement types for obvious reasons. All these farming types have to 
be self-sufficient within the framework of individual farm and are famil y 
types, self-contained within themselves. Hence, it is that vertical integ- 
ration could not be practised on them. Scattered hamlet types find 
it difficult to practise this variety of integration, while settlement villages, 
too, may not be able to run on these lines for the simple reason that 
their individualistic outlook stands in the way of its adoption as that 
means total interdependence. For these types, there is another variant, 
the. horizontal. This particular variety is conspicuous by its complete- 
ness of farming operations. Each farm may be regarded as a distinct 
unit, complete in respect of all operations that it has to undertake. 
Many such farms may exist and it is their total supplies that may go to 
make the full supply needed in the village. Nearly all farming units 
are of the same type, though slight variations in their structure may be 
found. Still this integration ensures self-sufficiency for the village, in 
respect of the supply of basic necessaries of life. Integration of the 
"village is thus quite an important aspect of rural life and has twofold 
aspects, the vertical and the horizontal ones. The former vertical 
type of integration is more scientific, more useful and more enduring 
from the social points of view and the economic angle, while the latter 
type, though more common, is not of such advantage, nor of such 
economic significance, except that it may also ensure self-sufficiency. 

The Village Common. The next important and distinctive feature 
is the village common, characteristic of all rural communities, 
whether ancient or modern, advanced or backward. It appears that 
the village common is essential to life in the village which it has, 
earlier, been remarked is communal and rather intimate. It provides a 
forum of communal life; it is the joint property of villagers and none 
eould claim to have exclusive rights in the same. This common may 
include the common grazing land, the common forest tracts and the 
■common playgrounds and recreational grounds. In fact, the village 
■common has persisted through the ages; it seems it is a prerequisite 
of village life, for nearly all types of village organisation have 
an important place of prominence assigned to it, even in the landlord 
types, the village common is recognised as belonging to the villagers 
and not the landlord. Customary usage has given to it an inalienable 
character. All have equal rights of sharing the common and using it, 
though not exclusively. Village councils are held and important 
decisions, affecting the life of the community made, while it may also 
be the place where judgments are delivered by village communes and 
panchajats ; disputes are settled by common consent in the village com- 
mon, which, therefore, has a special sacrosanct significance. Several 
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benefits accrue from this institution: it is the common bond threading 
the life of the village, while it provides a common grazing land for 
cattle, and also a recreation centre. Thus, it becomes the heart of 
communal life and the hub of social activities of rural people A dis- 
tinctive trait m village life, it is conspicuously absent in urban areas. 
While jn villages of all types, the common is prominent, in the town 
there is no such place. We have in the above section discussed the 
more important characteristics of village organisation, though in 
the introductory paragraph to this section, we drew the reader’s atten- 
tion to other characteristics of rural living. It has been necessary, 
in the context of this analysis, to notice more important features 
though we may have to concede that village organisation is under- 
going change and the rural characteristics are also not the same, as 
theoretically underlined How the village has reacted to the forces set 
in motion by modern advances is the subject of the next section, for 
without this study the description and anal) sis of rural structure 
remains incomplete. 

THE CHANGING VILLLAGE 

Modern village is under transition. There is the impact of the means 
of transport and communication and that of the modern system of 
franchise, which under a democratic set-up is extended to every adult. 
While the former has broken the self-sufficiency of the rural country- 
side, the latter has widened the horizon of the farmer and awakened 
consciousness in him. Similarly, the Press, too, has invaded the 
countryside and established contact with the outside world, so that 
he is now aware of the trends that are at work. The modern informa- 
tion agencies, the radio, the films and the like have also plajed their 
part in changing the face of the village. And above all the extension 
agencies have also played their part in changing the contents of ullage 
culture In recent years, especially, the transition has been rapid, 
and the village structure has undergone change even in the backward 
countries, where under the impact of modern conditions, the village 
is breaking up as also its self-sufficient character The nature of 
this change has been socio-economic. It has been a manifold reso- 
lution, though a silent one In the sphere of economics, the transitional 
forces have been loosened from their moorings, and the age-old bonds 
faced with disintegration The village community is no longer the 
same cemented relationship as it used to be The spirit of individualism 
has invaded toint and group communities, while co operative enter- 
prises are taking root in peasant villages. The rise of towns has also 
affected the growth and structure of village communities, as we 
shall have occasion to notice in a paragraph below. The eco- 
nomic organisation has moulded itself accordingly, and is more 
dependent on the neighbouring economv than ever before. In short, 
the modern rural outlook is entirely different from that of older 
■ullage communities. The ruralisation of industrial location, too, has 
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its impact on the widening horizons of the villagers, while it also opens , 
out new employment opportunities for them. This has brought about 
a closet contact between the villages and the towns, between agricul- 
ture and industry, and above all between conservative and progressive 
forces. The recurrence of Wars has had its influence on awakening the- 
national leadership to the need for the revitalisation of these com- 
munities, even in industrial countries, with the inevitable result that 
village life is undergoing a conscientious and planned change. All 
over the world is this change quite pronounced and marks national- 
life in each country. In fact, it is rather difficult to categorise modern 
villages, according to the above classification, for their organisation is. 
now of a mixed nature and not pure. More prominent aspects of this 
change in the village, it will be the object of this section to review, 
in the paragraphs below. 

Disintegration of the Village. Both the rural community and its eco- 
nomy have suffered disintegration, with the process of change. In 
the social field, villagers are no longer so well-knit among them- 
selves, as they were. The spirit of individualism has pervaded the 
countryside; even where group formation is being revived out of‘ 
considerations for their own good and betterment, and not on tra- 
ditional grounds of social living. In the East the bonds of caste 
have now been reduced to mete formalism while the feudalities in 
the West have also broken up. It is not only the rise of individualism,, 
(the fuller impact of this we propose to study in a separate para- 
graph), but other kindred factors that have been responsible for 
this disintegration of rural communities. The disintegration of family 
that has been proceeding in the urban areas had its reflections in the 
rural areas: at least the joint family system broke up in the village and 
the individual families began living separately. The ever-widening 
educational opportunities afforded to rural areas, the teachings of the 
modern thinkers, and the influence of the modern competitive society, 
all had their impact on rural society. The centralisation of adminis- 
tration, with consequent weakening of village bodies and councils,, 
and the establishment of modern law-courts with their elaborate 
apparatus for the dispensation of justice, also contributed to the- 
weakening of the village community and its authority. Under the 
pressure of increasing population, villagers migrate both in search of 
employment and status, and this, in turn, enfeebles the village com- 
munity to a very great extent. The educated villagers, being unable 
to find the same amenities of life to which they were used prefer to 
settle down in the urban neighbourhood. With the customary and 
religious practices, the villagers have not that old respect for the 
council of elders which had so far been in virtual authority over them.. 
Travel and opportunity for extensive travel has served as an eye- 
opener to them. All these forces have militated against the authority and 
the way of the village council. Add to these the fact of the extinction. 
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of barter economy from the rural countryside and a basis js pro- 
vided for the superfluity of community’s po« crand influence While the 
economy is based on the system of barter, economic dependence of 
\ diaper* is marked, but with the prevalence of the monej economy, 
this need no longer be true, the individual need no longer depend on the 
j oodwill of the villager*, the communitv being unable to bring us 
rebel members to suhmis'ionby economic weapon? 

Urban Influtr tt Urban influences in the eountty side have also 
been quite pronounced \\ ith the development of the means eftrans 
port, the countrvside has been drawn nearer to towns and cities The 
ex ten* ion of the communication*, the post and telegraph and the 
radio and wireless, hiv e all contributed to the encroachment of row-nob 
influences over to the rural areas The law courts, too, have been seated 
In tow ns, this has also brought more intimate contact between rural 
and urban areas The location of induMry nearer rural sites has also 
influenced rural life to a great extent The recent rural movements to 
which a reference wav nude in an earlier chapter, have also been, in 
no mean lavhtnn responsible for the extension of urban influences to 
village* The recent trend of the urban people to spend retirement m 
village* has also been another contributory factor, in the same direction 
The rural urban in 'Tic. which has been both wavs, has also had the 
same effect ! or me fir. the farmers would go to towns m quest of 
nurkcun« their produce, Imt now the migration to town* » more 
frequent and more common The advancement of farm vouth and his 
gtowing enterprising spirit have l>ecn witnessed in recent years with 
the resultant swtny toward* “urbanisation” of the countryside The 
invasion of the screen to the cnuntrvsicle has also been of the same 
contequcnce And the extension movement, launched b> several 
enlightened governments, has also paved the wav for the acceptance of 
nebulous ideas bv ruralites Thus various factors have been working 
towards the same end, urban influences have Increasingly spread to 
villages The result i« rev oluttonirv in its character The villager is now 
no longer coniert with the same limited means of satisfying his wants, 
once very Inured he has enlarged hi* consumption and begun depend 
ing on Imported wares from urban markets 111* cultural levels 
have also risen, thus incidentally extending his schedule of demand 
to several other commodities wuh which he had never been familiar 
so far lbs agricultural activities have undergone a change he is now 
not content with subsistence farming nor even with family farming 
but has commercialised his croppage svstem, of management and 
organisation, some of the farmers have introduced modem book keep- 
ing and accounting into their organisational set up Traditional modes 
of cultivation and agriculture have been replaced by economic cal- 
culations, characteristic of urban people Modem amenities of life, 
so far familiar to the urbanites only, have also found increasing usage 
in the villages Thu* the imnact of the town and the townmen 
lias had far reaching consequences for villagers and rural cconomv 
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Most of the mechanisation that is now a feature of farm practices is 
.also due to enveloping and pervading influences of towns. 

Individualism. The growth and spread of the philosophy of 
individualism has been a major event in human development. The 
individualist philosophy has swayed the mind of man and accustomed 
him to think in terms of his own personality and interests, to the 
exclusion of all others, though this may be regarded as the extreme form 
of this philosophy. That the common good is the resultant of the indi- 
vidual’s own welfare, and that each individual is conscious of his good 
and is also planning for the same, is one of the planks of this philosophy 
and its main prop. With the popularisation of Mill’s teachings, the 
spirit of individualism pervades the countryside even in the backward 
and the transitional economies. This has percolated to farmers, who 
have been very much influenced by this philosophy. All other 
factors, enumerated above have affected the farmer’s mind and 
.steered it in the same direction. In the face cf this individualism, 
the joint structure of the village has crumbled down. Family farming 
became more and more common and peasant villages rose. It is 
•only in the extreme stage of the individualistic philosophy that a halt 
was cried and co-operation began to be adopted in the rural sphere. 
Individualistic practice has not been very beneficial to the ruralites. 
It has no doubt made them conscious to the need for personal 
advancement and self-improvement and spurred them on to the 
attainment of the same with a recreated zest; but it has also made them 
-vulnerable to the effects of a keen and relentless competitive social struc- 
ture. On the one hand, the spread of individualistic spirit has pulled 
the villagers out of the morass of contentment and liberated them 
from the shackles of joint society, which did not give them even an 
•elasticity of movement: it was also responsible for the further breaking 
up of the village social structure and the fragmentation and subdivision 
of their holdings, often resulting in uneconomic farming. In the social 
set-up, the disintegration of the village society has often been attended 
with grave consequences, like the spread and prevalence of litigation and 
the exploitation of the individual farmer by the indiscriminate money- 
lender or the landlord, usually reducing him to the status of a mere 
serf. Consequently, rural relations have much deteriorated and the 
•compact village structure exposed to danger from the outside. The 
bigger fish have been swallowing up the smaller ones often leading to 
their economic and social extinction. Thus the baneful aspects of the 
individualistic philosophy and practice have more than outweighed 
the beneficial ones, like those of providing an impetus to their 
incentives. Without individualism, the village community was so strong 
■and well-knit that it was powerful enough to stand against political 
•tyranny, social exploitation, and economic disintegration, and afford 
protection to the weak. 

Economic Dependence. From independence to dependence is a far 
cry, but that is the change wrought in the village economy by the inter- 
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plav of the modem economic and social forces At one stige, the v ilUje 
seas self sufficient and independent in respect of the satisfaction o e it 
major -wants and the prosision of major necessaries of life Depen- 
dence assumes several facets , it is closely tied to the rest of the economy, 
and inescapably interrelated to world forces The former fact wai 
noticed in the first chanter of this boot and the latter discussed 
in the chapter captioned, “Agriculture in the World .Economy’. 
But the fact that farm income is dependent on non farm income to a 
very great extent remains to be noticed with the increased trend towards 
the commercialisation of agriculture The income of the farmer does 
to a very great extent depend on revenues received from the outs de- 
tion rural sources In still another manner is the Farmer dependent 
on the external world he has to look to the outside sources for the 
provision of the implements of farming, most of the farming operatoni 
have been mechanised in the West Formerly the s jllage hlacksmith a~d 
the village carpenter were suppliers and technicians in respect of these 
implements, but now it js not they who could sunplv or repair the 
big and complicated machines that has to be undertaken tv tiained 
engineers And with the perfection and extension of rural services, 
the farmer’s shell is now being broken and the outside dependerce in- 
creased It «hould not be taken to mean that outside dependence is 
in any way undesirable or bad, but the point that needs to b- appreciated 
is that there has been a switch over from an independent economv to 
a dependent ore Assciting the results of the same, v. e understand the 
implications of this very dependence as it w orks itself out m the village * 
this fact has tc a very great extent been responsible for the increasing 
progress in the v lllagc, agriculture has been modernised and the commer 
aahsauon of agriculture has also proceed-d apace Farmer’s purchasmg 
power has also increased and he has also begun to enjoy ameni 
ties of life, denied to him so far. He has been brought in greater and 
more intimate contact with the outside world, and this alone has been 
responsible, as we shall presently see, for widening his horizons of out- 
look But on the other hand, this increa*cd and increasing dependence 
has broken the compactness of the rural community The farmer is rev 
a prey to the forces beyond his control, the forces of demand and supply 
operating relertle«sly from the outside world Thus he is on Ir ore 
cog in the bigger economic mechanism, while in the village he 
was an important supplier of food, feed and fodder to the village** 
and their cattle The problem of marketing has risen for him in a way 
never before faced by him he has now stepped into the competitive 
arena Thus his dependence has been a mixed blessing for him. 

Widening H'rifortJ. All the above forces and factors have b'en 
moulding the farmer’s outlook in ways more than one. The farmer 
is now no longer the same old superstitious person living m hissHll 
and seldom interested in the outside world and its movements He is 
now in touch with outside forces and is influenced by them He is interest 
ed in the social and economic fashions that operate on a wider canvas. 
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-and is an active participant in the political movements that sweep the 
country. The peasant, in the backward countries, is now actively taking 
part in several movements that are being launched by governments or 
politicians. A dormant mass has now come to life and is seething with 
activity. These factors have had, in addition, an educative influence, 
both on the peasant and the community. The sphere of activity of the 
farmer and the village community has been widened out of all proportion 
to their previous horizons, with the inevitable result that the peasant is 
now wider awake and understands, or at least tries to grasp, the 
essentials of forces operating around him : he is no longer a passive 
partner. This is a remarkable change, for a change of outlook means 
a change in the way of living, even though at long last. This thing 
betokens the transition through which the rural community is passing 
these days. Characteristic of this change of attitude, is the adoption 
of the modern scientific methods of farming by even conservative 
peasant communities; modern tractors have penetrated to ancient 
'communities like Indian and Chinese peasants. Even these fata- 
listic communities have now awakened to the need for improving 
their methods of farming and raising their standards of living; and 
■conscientious efforts are being made towards that end by the governments 
in co-operaticn with their people. 1'he Extension Services, too, have 
played their part, as outlined above. The recent movements towards 
the popularisation of social education in the rural countryside 
has, verily, been a factor of some importance in changing the 
countrymen and their outlook. The dispersal and rutalisation 
•of industry, now a fashionable trend in the sphere of investment, 
has been potent in giving a new outlook to villagers, who come 
in direct contact with machines and are sometimes their operators, 
Imbibing the traits incidental to industrial communities. Thus the 
peasant is in the melting pot, undergoing a change of heart. This 
has been for the better, for education in all its aspects is always 
a blessing and seldom a curse; the wider outlook of the peasant has also 
initiated all this modernisation in his sphere; the more calculating one 
is now endeavouring to get the best out of his business and combining 
it with some sort of small scale and cottage work that he could under- 
take. And above all, wide-awake as he is, he refuses to be a mere pawn 
in the political movements : he is now an active participant in them. 

Modern Rural Outlook. Living as we do in stirring times, the modern 
age is termed as the age of revolution; this is especially true of the 
sphere of agriculture which has recorded more changes than any other 
industry. In the light of the above analysis, it is abundantly clear that 
the modern rural outlook is very much different from what it was only 
a generation back. Recurrent wars, fought within a single generation, 
have very considerably influenced the countryside and its people. 
The peaceful life of the villagers is being disturbed by hectic 
forces of modern living. While primitive living was almost 
wholly agricultural, modern living is not so : agriculture, industry and 
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trade are equal participants in modern economy In the pnmime 
period, it 'was hand culture that pre\ ailed and dominated agriculture 
But now things are entirely different Specialisation has become 
an established fact in the countryside Modem rural outlook is 
different and is modernised It is also to be recognised that 
all agriculturists are not at the same stage of development , the 
mores of living are different from place to place But the fact remains, 
as pointed out above, that the sphere of agriculture has been considerably 
influenced by the transition that has taken place in the world at large 
It is only through the full utilisation of both the agricultural and the 
industrial resources that the levels of living in any particular region can 
be raised Conscious of this fact, enlightened state' have undertaken 
huge and extensive programmes of all round development, which m 
turn, have moulded agriculture Rural consciousness has also 
been roused to the highest pitch, with the consequence that the 
people are not now resistant to new ideas In this context, we ha\c to 
recognise the fact that modern rural outlook has been a potent 
factor in moulding the life of the nation and in raising its standards 
of living The routine of life in the countryside is broken and 
punctuated by greater jcy m living and happiness derived from 
the use of human faculties in creatitc pursuits The security of life 
and the permanency of tenure have also been contributory factors 
Protective legislation, enacted for the benefit of weaker sections of rural 
masses, has been instrumental m making them contribute their fullest 
towards the realisation of the ends set before them in enlisting their co- 
operation in the task of rebuilding national life, and national economy on 
.sound lines and durable bases The modern rural outlook, in 
brief, is not exclusive, nor conservative, nor suspicious of external forces, 
liberated as a result of the recent trend to over all planning Admitted 
ly therefore, it is more progressive, healthier, more co operative than 
its older counterpart. 

SUMMARY 

The scope of this chapter has been fairly wide We have 
covered various topics rural structure, village t\pes, rural characteristics 
and the changing village A correlation between the village 
types and the farming s> stems was established Under * rural 
structure’*, was studied the place of agricultural organisation in 
rural life, and the impact of the same The structure of the village 
community, as distinguished from that of the urban was ana- 
lysed Various factors that influenced the growth and evolution of 
thevdlage were also noted The bearing that agriculture has on rural 
living in the light of its significance for village economy vas found 
to be of importance The impact of tarm organisation on the 
rural setup was also underlined Emphasis was then shifted to a 
description of the village tvpes A number of these were surveyed* 
scattered hamlets, (corresponding to the scattered farms), farming 
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villages (embracing a large number of farming varieties such as indivi- 
dual and joint farming), rural settlements (arising out of settlers’ efforts) 
(of both the homogeneous and the. isolated types,) joint communities 
parallel to the joint cultivation), group systems (the co-operative and 
the collective ones) and proprietary types (formed by the growth of the 
landlord villages). We had also occasion to notice their chief characteris- 
tics and the incidental advantages and disadvantages arising out of 
these. The inference was that the village communities and the 
process of village formation was the product of historical and evolu- 
tionary forces and that it is difficult to categorise different villages 
according to the types mentioned above. In our effort to establish 
the correlation between village structure and farming organisation, 
we analysed the impact of the former on the latter, and traced the work- 
ing of the same as well. The organisational correlation was found not 
to be very' close ; it was rather loose: the village structure being more 
elastic that the farm organisation. In respect of the farming effects, 
we noticed that certain villages came into being as a result of the farm 
structure prevailing there, while other villages had already come into 
being due to the operation of certain sociological causes ; and farming 
shaped itself out subsequently. The effect of land tenures on the orga- 
nisation of the village, especially through the sphere of the agricultural 
relations was underlined; the course of village living is to a very great 
extent determined by the way in which land tenures have been 
evolved and working. Again, the difficulty of establishing a direct 
correlation between land tenures and village organisation was well-nigh 
impossible, because of their complexity and mixed working. In this sec- 
tion, were also noticed miscellaneous factors, e.g. sociological, political, 
social, evolutionary and economic ; and these were analysed .in their 
bearing on village types. It was considered pertinent to survey rural 
characteristics and find out what their significance was in relation 
to the inquiry falling under the purview of Agricultural Economics. 
The distinctive features of the rural society were noted at length; 
the introductory paragraph grouping the major rural characteristics ; 
this was followed by an exposition of the more important ones. The 
characteristic features of rural life : self-sufficiency, integration (vertical 
and horizontal) and village common, were dealt with separately and at 
length; we noted the significant aspects of each and were struck 
with the remarkable linkage of all these factors and features. The 
next section devoted itself to the various aspects of the changing village, 
or the village in transition. There is now a closer contact between 
urban and rural areas, with some revolutionary implications for the 
countryside. The village has suffered disintegration, while urban in- 
fluences have percolated even to the lowermost strata of rural population 
with the result that the traditional modes of living are yielding to the 
more fashionable ones. Individualism has spread at an amazing pace, 
but strangely enough, economic dependence has also increased as between 
the village and the outside world. Not that both these forces have been 
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-contradictory, but that the operation has been m opposite directions 
individualism has been responsible for various incentives now operative 
m the countryside as also for the umpteen evils that have fouled the 
•village, while economic interdependence has been responsible for the 
dependence of the villager on external factors for his income and living 
It was also observed that rural horizons and outlook, have been broaden 
ed out of all recognition, especially in the backward and the transitional 
economies Modern rural outlook, it was stressed, is very progressive 
and least conservativ e and quite ripe for the implementation of plans of 
economic development that may be broadbased on rural folk, who 
-have a \ ecy important role to play in the tv odd of today 

CONCLUSIONS 

Conclusion In the light of this analysis, we reach certain conclu 
sions on village organisation Village structure has no doubt a 
"beating on farming systems, but is not derived from it, except 
in certain cases Village organisation is more plastic than farming 
systems, ard a correspondence between the two is not very close 
nor intimate The coitelaticn between the two (and this is the 
most important contribution of the chapter to the analysis) is rather 
remote and indirect In fact different factors have been operating in 
the two spheres farming systems owe their origin to natural and 
social considerations, while the village organisation is the product of 
multiple forces acting and reacting on each other these forces may be 
evolutionary, sociological, cultural, historical or economic While we 
try to underline various rural characteristics, we should concede that it 
is not possible to generalise on this subject because of the manifold 
changes that are in operation in the village The conclusion in this 
point seems to be that -ullage characteristics are more or less distinct 
from those of urban life, probably because of the nearness to Nature and 
the hazards of the farming profession The socio economic life of 
the villagers is the product of the complex farming chores With 
the disintegration of the ullage community, the whole thing seems 
to be under transit on and rural life in a plastic mould But 
one thing is certa n the march of this progress cannot be stopped. 
Its trends are quite well defined It is not possible to reverse the tide 
of progress nor desirable to do so , we could at best canalise the 
clear cut trends into some useful channels of activity and evolution 
Modern rural outlook needs to be recognised and given its due place in 
the democratic set up, in fact the increasing role of the villagers could 
hard!) be ot cremphasised or exaggerated Rural structure Ins grown 
mote dynamic now than ever before 

Rural Dynamism One word before w e close this chapter Rural 
■dynamism has become an established fact in the modern world and ltli 
not possible to ignore it The structure of the village is experiencing 
a change, while the outlook of the rural people is also registenng a 
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new pattern. Variations there are as between regions and regions and 
people and people, but the fact remains pronounced that the village 
economy is under transition. The villagers have reserves of energy that 
could find healthy outlets if canalised into suitable channels. The 
farming jobs are not usually taken to be wholetime occupations, they are 
treated as part-time and seasonal pursuits, with the result that the 
farmer and the villager could more conveniently contribute to the 
uplift of the nation than the industrial sector could. Gone are the days 
when dependence could not be placed on the peasant farmers, for they 
lacked initiative and enthusiasm or were unappreciative of the signifi- 
cance of the national economy for the village; we are now living 
in different times, the farmers now appreciate the importance of national 
plans in their bearing on their own living. Rural dynamism has, there- 
fore, assumed a newer meaning and significance, both from the theoretical 
and the practical points of view. What is the trend of this dynamism 
in a particular society, what is the role that this movement is going 
to play in the spheres of agriculture and industry and the national 
economy in general; and what good could be secured out of this 
dynamic evolution of the village communities, all these questions need 
be answered before villagers could be expected to co-operate in the task 
of rebuilding the nation; these questions we discussed in this chapter. 
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FARM MANAGEMENT 

Th' Man»gement Function — Definition and Explanation Quettiom and 
Problems. Other Tttset Funciiooal Integration and Protpccm enm Farm 
Management— Endi of Farming Human Objectives The Time Factor Group 
and the Individual Agriculture and Society Management of Farroi— On*' 
Crop-Farmj Specialised Livestock Farms Diversified Crops Fatttn Feed 
and Livc*toek Farms Crop and Livestock Farms Family Farms. Specialised 
Farms— Preferences Speciality Cropi Irrigation Farming Horticulture and 
Vegetables Dairy and Poultrr Farming Cattle and Sheep Farming Farm 
Woodland* The Inference Success in Farming— Mcisures of Success 
Factor* of Sueceis Efficiency and Capacity Scientific Management in 
Agriculture Planning the Farm Records, Survey and Accounts, Summary 
and Conclus ons— Critique of Farm Management 

After an examination of the various aspects of the problem of 
village organisation, we undertake the studs of the probl-ms of Tam 
Management, The problems attendant upon this particular subject arc 
of great significance from the point of view of Agricultural Economics 
It is proposed to study this subject rather thoroughh unless we under- 
stand how the individual firmer tackles his problems, it mat ucll ntgh 
be difficult to appreciate the issue, as the subject of Agricultural Eco- 
nomics unfolds itself We propose to co\ er a large field ranging from the 
simple definition of the term ‘Farm Management” to the critique of it, 
in the light of the management of various farms ffrom the Mew point 
of cropping) and the specialised aspects of it, and the weighing ot the 
measure of success m farming It is in this context that we follow the 
■various problems in farm management It is not, however, claimed that 
the intention is to exhaust the whole subject of farm management, that 
would be quite impossible to do within the purview of one single chap- 
ter, but the more important portions of the same would still be noticed 
The study of Tarm Management is from the point of view of the studv 
of Agricultural Economics and that is whv onlj some select portions 
of the subject would receive our attention With this apologia we 
intend to survey the problems facing the individual farmer seeking 
to manage his farm as a single enterprise We have to probe into the 
problem from the angle of the individual farmer, and no: from the 
national angle, though the national Mew point would not be lost sight 
of It is, however, assumed that the individual does not take up aline 
of action thar may be injurious to national economj Pointed attent-on 
need be drawn to the question of success in farming, on which the 
productivity of the agricultural sjstemin a certain country depends 

THE MANAGEMENT FUNCTION 

Ordinanlv speaking, by the “management function” is implied the 
function of the entrepreneur in managing hts production unit The 
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management function has come to occupy an important place in the eco- 
nomic set-up. The function of the manager is not to be underrated, for it 
is he who bears the responsibilities of running the “plant”, maintaining 
efficiency at a very high level and also raising output, within the limita- 
tions of his resources. With the development of capitalism the manage- 
ment function has become important, in fact increasingly important, 
too. Another factor that must be considered is the one of divorce bet- 
ween investment and management: the investor has become an absentee 
with the result that management has to be entrusted to one expert in the 
line. This has resulted in the specialisation of the management functions, 
and a study of the same from the angle of the expert. This may not be 
true of agricultural operations, where the unit of activity is small-scale 
and where the entrepreneur (the farmer) is the manager. Still, in the 
sphere of estate farming, the manager is often not the owner-investor. 
Hence the modern concepts of management could be applied to the 
sphere of agriculture, though the applicability has to be carefully weighed 
in the proper perspective. In the sphere of farm management, special 
attention must be paid to various types of farms and the special problems 
they raise. The ends of farming would, therefore, be studied in order 
to settle the priorities in the management functions. A descriptive 
study of the farming systems would follow in order that we may be 
able to assess the different special management problems. We shall 
also notice the factors which may determine success in the farming 
business, and in the light of these, gauge the essentials of management 
issues. Other factors that may also influence the management policies 
of individual farmers are the broader facets of state policies in the 
sphere of agriculture and the targets of planning and its methods with 
special reference to Agriculture. We must also notice the outlook of 
the farming community and the resources (physical and human) in a 
certain country. And the institutional factors and forces that are 
operative in the country must be noticed, as influencing the management 
t technique of the farmers. But all these facts are rather peculiar to a 
, country and could not be generalised about; they have to be taken 
t into account when the individual farmer carves out his management 
. policies and decides upon the priorities that he must follow. We shall, 

[ therefore, not take account of these factors, as they vary from country 
- to country and could nbt be the basis of a theoretical dissertation like 
1 this. Before we delve deeper into the issues of farm management, 
i we shall circumscribe the scope of the subject of farm management, for 
' that would help us in visualising things better. 

Definition and 'Explanation. The function of farm management covers 
' the jobs of organising the farm, planning it, directing its operation 
day to day. Organising a farm business may not be something which 
from is done once for all: it has to be repeated over and over again; 

3 for at the beginning of each new planting and breeding season, a 
i start may have to be made. Also an unusually heavy or low 7 demand 
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maj call for reorganisation even -within the s?me season ot the same 
vear True that small farms may net be able to afford managers, but 
rbe fact remains that the management functions ha\ e to be discharged bv 
somebody For example, in the case of family farms, it i» the head of 
the fa mil) who has to discharge these specialised functions While in 
the case of joint cultivation, it is the village commumt) which has to 
chalk out a programme of action And even these family farms may raise 
special problems of management and organisation Some family farm* 
may be big, others *mall, and still others medium si7ed and they mav all 
raise a host of problems, too Fatm management is commonly understood 
to include organisation, operation, fcuving and «ellmg and firancirg cf 
agriculture We shall have occasion m the next paragraph to list 
v a nous questions that mav be raised in thi9 context, bat r must be taken 
to covet a large ground While organisation means that the tight person 
is put in the right job, the right sort of planning urdettaken, and the 
fight selection made of lands and crops that may be cultivated m a 
certain field, operation is taken to tefer to day to day planning an 1 direc 
tion of the farm activities But these could not be kept apart from 
each oth-t, for they ultimately merge wher the quest on of reoigantsa 
tion arises The tetms ‘ buying and selling” cover marketing activities, 
as also those relating to the valuation of farm estates A very trou 
blcsome problem arises when the farmer grows certain produce not for 
merely subsistence but for the purposes of disposal in the market And 
the valuation of farm property has immediate relevance to the question 
of both costs and credit, for farm lands may provide a sc-'umy to the 
lender for the purpose of finance extended to the peasant Financing is 
a big problem in view of the meagre resources of the peasant and 
his low staving powers The other questions that may be treated as 
corolhaes from the same relate to efficiency art) capacity of the in 
dividual farmer Farm management mfl't, therefore, concern itself 
with the wide range of complicated issues in the sphere of farmirg 
The larger ouestions of selecting a farm or of raising farm buildings 
or the purchase of livestock or of getting ‘■uitable equioment ate all 
issues which, however, could not be relegated to the background 

Quest: rs and Prelims Various ouestions face the farm manager 
(this term is broadh interpreted) whether he.is the cultivator himself 
or has to manage the farm on somebody else’s behalf The farm 
manager is faced with a host of problems what to produce (whdi 
varieties of crop* and what breeds of livestock) on th*” farm at a whole 
and on each field types of equipment, (the fertilisers and machinery) 
howr mere* of evraV ft? ewe, the pract.'ees to be adeptesi ai the farm and 
finallv the unit of cultivation for the purposes of farming All these 
problems and ouestions face conscientious farmer manage* The ans 
wer to the question, ‘what to produce’* i-> emj hatic and chr cat 
He would have to decide what crops, what livestock, or what com 
bi nation of crops and livestocks or both, may be selected on the farm. 
The farmer answers these questions when he buys or hires farm who 
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could produce only one crop or only one type of agricultural operation. 
But most farms taken to be one crop or single-product farms are in fact 
not really so : most farming is diversified capable of growing several and 
many crops, whether in rotation or simultaneously. He has to choose 
between the different varieties of crops and the different breeds of live- 
stock too. Distinctive choice must be made between different types 
of farm produce.- He would next consider what to grow on each field, 
i.e. what use to make of several fields or kinds of land in the farm. This 
decision may involve a choice about the rotation system. The question 
of selection of equipment, fertilisers and machinery, involves an under- 
standing of the broader issues of the type of the farm (whether the farm 
is on a large scale or a small scale) and the suitability of the equipment 
to the farm, as also the financial resources of the farmer. The question 
of mechanisation of agriculture has assumed great importance and social 
significance, but in the sphere of agricultural economics, social issues 
may not merit that attention ‘that they may assume in the sector of 
industries. The problem of farm practices is also a fairly wide one 
exhibiting a wide variety of practices in preparing the seed bed, the care 
of the crops and the management of the livestock. This covers a horde 
of problems, like those of terracing versus strip-farming, versus con- 
tour-cultivation; and liming the soil, and pasture management. Different 
practices arise out of the divers types of land and the differences from 
field to field on the same farm. The issue of the unit of cultivation to 
be selected is another headache for the peasant: he must reckon with 
the problems of large-scale versus the small-scale, and the high pro- 
ducing crops: cattle versus the low yield ones and investments versus 
returns. All these questions need thorough study on the part of the 
manager farmer. 

Other Issues. Above have been listed some more important 
and common questions that require to be tackled by the farm manager. 
Most of the above questions relate to the organisational aspects of 
farming. But the questions of operation are not to be slightly treat- 
ed. A typical question on the operational side is that of selection of 
harvesting time, the most propitious time when he should apply the 
sickle, and the day-to-day succession of problems and decisions. The 
planning of work must also be decided upon. The efficiency of the 
farm manager lies in his ability to get all the work done in time and 
keep to the weather schedule. Planning ahead of the time, and 
sticking to it is the most important part of operational success. Not 
only that farm operations be planned weeks ahead of the time, but 
also that the equipment and machinery and supplies be kept ready for 
use so that these be handy when required. Nothing should be rigid; 
this schedule may have to be revised from time to time as condi- 
tions of farming operations change; each morning the work may be 
planned for the day" In fact organisation and operation are overlapping 
and intertwined. Unpiedictable weather changes, or insect ravages may 
call for sudden changes in farm programmes. In short, the operational 
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business is as important as that of organisation But even when good 
organisation and good operations are given, the farmer may be not able 
fo keep even, simply because he is not a good businessman The ques 
tiens of buying and selling are also quite important from the manage- 
ment point of \ lew He may be paying too much for what may only 
fetch him a low return He may not he able to handle the commercial 
aspects of his business since good organisation and management are as 
important to the farming bus ness as buying and selling Tbs requites 
correct anticipation of demand for farm produce and also to bring the 
farm produce to the market right in time, and at the lowest costs Good 
judgment is, therefore, essential for buying and selling Farmcts ace 
often not good bargainers for they do not follow market trends closely 
Co-operatn C farming has been taken up, so that a specialist mav be 
employed to tackle the marketing chores Still, a mistake mav be com- 
mitted when farmers go out to buy a farm The purchase may be 
affected in an area where the business of farming is on the decline 
Again some firms may be bought for more than their worth The fact 
is that the land market is poorly organised and the farmer is much too 
poorly equipped to understand the technique and working of the same 
There are no acknowledged grades of lands, and if there be, the 
farmer is not aware of them It is only personal judgment that must 
be relied upon Land prices are a function of management We 
propose to stud) the wider problems of marketing and land evolu 
tion in a separate chapter In this chapter, how ever, it is not possible to 
draw more than casual attention to this aspect of the problem in a 
general fashion Next come the question of finance in respect of wider 
issues of farm management While the ordinarj familj farm does 
not require a large capital investment, questions of ns financing are no 
less difficult, (in proportion to the sue and the consequences of the mis 
takes,) no less serious and grave Large commercial firms emotoy 
expert financiers to solve their financial problems, but the ordmar) far 
met could not afford to do so, nor could if be expected of him that he 
may be an expert himself In fact, most farmers ate in debt, while 
very few of them have resources large enough to be able to finance 
their own farms Borrowings characterise their business all through 
the farming * tliev borrow firstly to buy their farms, stond'j to dear 
it, make it fit for cultivation and erect or enlarge the buildings, 
thirdly to bu> the needed equipment and livestock, fourthly to spend 
on the growing of the crops, and fifthly to in\est on a host of other 
related and allied pjrposes This list may not be exhaustive 
but it indicates the scope of farm credit and the ways on which 
the borrowed monies may be spent Some farmers borrow too 
often, while others ma\ err tn the other direction An enterprising 
farmer, on the other hand, is to make decision with regard to financing 
the farm business in the right time and for the right amount required 
for this business He must know when to borrow and what sums to 
borrow and where from to borrow so that he could increase the income 
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of his business. All opportunities and avenues need to be analysed and 
-weighed as to the investment involved, its yield and uncertainties, etc. 

Functional Integration. Next we discuss integration of all the 
functions of management, i.e. organisation, operation, marketing 
and financing fitted into one another. All these separate aspects 
of the management function should be no longer considered separate- 
ly and in isolation from each other. All these functions must be 
fused and fused well in order to obtain the maximum results from the 
same. Their proper compounding alcne will impart cohesion and per- 
manence to farm business. The problems are manifold and need to be 
tackled as a whole. How the crops must be placed in the system of 
rotation, and how the various operations of cropping must be fitted 
together, are not problems in agronomy or husbandry but also in 
•farm management. The problem of integration thus assumes a newer 
importance, it is that of fitting together of all these into one business 
unit in such a manner as to utilize all farm resources most effectively to 
maximise output, incurring least costs. This total task is more than a 
mere adding up of the individual tasks. Most of these have to be under- 
taken nearly simultaneously. Production and financing operations must 
he integrated if net returns are sought to be maximised, so also must the 
farm services be integrated in order to reach high levels in production. 
Also financing and marketing need to be integrated in order to market 
the produce at the right time. The operational aspects must also be 
combined with the organisational ones; this has already been established 
above. Opportunities for completer integration have been multiplied 
by the growing use of power units of an increasingly flexible type; 
the all-purposes tractor does make for such flexibility, as also the electric 
motors. Most farm equipment is clearly and readily moveable. Even 
the immoveable and heavier equipments are being made of lightweight 
materials, this makes it easier to use farm space to a wide range of uses. 
Earm business is highly complex. Unless integrated, it would present 
a state of confusion and chaos both to the farmer and the analyst. 
Hence, too, integration is indicated. We have already adverted to vertical 
and horizontal integration that is practised on the various types of farms 
in our study of the farming systems, in an earlier chapter. It may 
be useful to bear those things in mind when talking of integration. 

Into the business of farming are introduced jobs relating to super- 
vision and direction of farming chores. This particular matter involves 
an understanding of the management, labour relations and the pro- 
blems arising out of the same. Management problems, related to the 
work of integration, are of an identical nature both on the large and 
the small farms, except that the amount of supervisory and direction 
work is heavier on the former than on the latter. There is, however, 
some difference in regard to the problems of integration on the rented 
■and the self-cultivated farms; while on the former ones the work of 
management and, therefore, of integration lies outside the purview of the 
individual farmer, on the latter it is individual farmer (the peasant 
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cultvatot) who is to tackle the problems of all types of integration 
Integration of the management functions also s aries with the type of 
tenancy m vogue , on share tenancy the cultivator must also share 
the mam jobs of integration, while on pure tenancy system this work 
is no longer within the orbit of the cultivator In short, integration 
is neither a specialised nor a n expert job, though it involves an under 
standing of the basic evaluation of various aspects of farm management 
issue«, also the proper fitting in of the various issues and the proper 
timing of the same Though the basic management decisions ate of 
the same nature throughout the sphere of farming, different farms raise 
different problem* of integration it is m the tackling ot these pro- 
blems that farmers could ensure their success Integration of the 
managerial functions is of supreme importance 

And Protpectmness There is an element of prospectivencss m 
managing the farm The farm manager is not content with his present 
state but he also looks ahead of times This is with a twofold 
purpose, firstly that he may be able to plan for the future and secondly 
that he may not exhaust hu reserve and supplies in the present or the 
immediate future Most of the managerial decisions cover a certain 
time span of a crop-season or a year but some dec sions (lute those of 
making permanent improvements or buying a new piece of land) mav 
involve investments in equipment, machinery and buildings for a gene 
ration It is in the light of the present cifcumstances and the past 
experiences that the manager would like to make decisions that affect 
the couise of agriculture m future The only thing that needs be done 
is the amount of caution that ma<t go in the applicability of his past 
decisions and experiences as a guide for the future Still, m view of the 
fact that farming is undergoing rapid changes especially now adays the 
prospective view of the farmer musi limit itself to the foicseeablc future 
and not to a remote time span Forecasting in the sphere of farming 
is no easv job and we shall have occasion to note the difficulties I molted 
in this But the point is that the element of prospectiveness is pre 
minent in the faiming business though the farmer may not start 
crop forecasting himself, but take account of the estimates and forecast 
prepared bv other specialised agencies, he cculd very much improve 
the Slate of agriculture In this context, it mav be pertinent 
to notice what the scope of prospectiveneis is prices and costs, 
be anticipated at least in the broader trends changes in the field 
of technology, the possibility of newer innovations and machine 1 !, 
the evolution of new types of breeds and varieties, new method's 
of pest control and finally, even the new methods of management. 
That may be a very large canvas for the farmer to work on, 
but theoretically speaking, he must take stock of the situation 
jo this manner Since he is not operating m a static world, 
he must improve his farm and hate a dynamic outlook on the 
various aspects of the management problem Without being able to 
keep in the current of change, things may move faster and leave 
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him behind the times, out of date and eventually out of place. It js 
2hvays by a process of trial and error that the farm manager is able 
to arrive at a true and currect perspective cf the situation. Perfection 
is unattainable but some less imperfect approach could certainly be 
evolved. In short, farm management owes to the dynamic forces of 
civilizations, and is itself dynamic. 

FARM MANAGEMENT 

This subject is, therefore, of very wide application and large 
in its contents and big in its scope. Farm management is based 
on the premises of the science of Agriculture and of Economics and 
in so far as both these have scientific basis, the study of farm Manage- 
ment is also scientific. It consists of the application of scientific 
laws and principles to the conduct of farm activities. This science 
is mere particular in the application of the laws of science, and in 
the fight of the generalisations enunciated above, the farm manager 
tackles each situation as it atises. It is the application of the refined and 
narrower principles of Agricultural Economics to the management oF 
the farms. Hence its principles must be consistent with those 
enunciated by the Sciences of Agricultural Economics and Economics 
and Agriculture fwhich arc the sciences, basic to the study of the 
science of Agricultural Economics.) It is an applied science. Where 
the conclusions, arising out cf this study conflict with the laws 
of either Agriculture or Economics, its conclusions must undergo 
a restatement or discrepancy detected. It must always be borne 
in mind that this separate study of the subject cf Farm Management is 
to be derived from the study of Agricultural Economics, of Economics 
and of Agricultural Sciences. But the applications of the conclusions of 
this study must be made in the fight of the study of several independent 
subjects, like that of Organisation, Management and even Accounting. 
As we shall have occasion to notice in the body of this chapter. Farm 
Management concerns itself with the applications of the methods of 
book-keeping and accounting and even record-keeping, on the one 
hand, and that of subjects allied to agricultural sciences, on the other. 
A specialized study of Farm Management involves a refresher’s course in 
the physical and the social sciences, for it has both aspects, the physical 
and the social. It is net the application of these principles in isolation,, 
but in several combinations, as many as possible. The conscientious 
farm manager must, therefore, be cognizant of the various trends that 
are in progress in farming but also in economic and social life. One 
word more and we have done. The study intended to be covered in 
this chapter does net pretend to be of the same detailed nature, as. 
the specialised study of the science of Farm Management might warrant 
hut is only derived from the general study of the Science of Agricultural 
Economics and in so fat as the same is relevant to the study in hand. 
Economics, Agriculture and Agricultural Economics, and their subor- 
dinate and subsidiary subject. Farm Management must integrate consi- 
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derations of Economics The decisions, to be deduced tn the course of 
implementing the conclusions of Farm Management, mu't be *ested on 
the anvil of economic analysis, before considered correct 

Ends of Farming Before we undertake the descriptive and arilvtical 
sutvev of the problems of farm management, we Msua 
lise the ends of farming, the aims and ob cctives and the guiding forces 
which the tarmer places before himself when he sets to manage 
bis farms The ultimate goal before him could be as well termed 
■as one single and ever all target that he must place before himself— 
maximisation of the net income of the farm This term, ‘net 
income”, needs be defined ire vet) prcci«e terms, if only to visualise 
the ends in very clear and precise terms Net income mav arise out 
of the impact of land on the farmers and tut Ursa The 
lelatiomhip between land and net income is very intimate and must 
be carefully weighed before we could understand the meamrg of the 
term Net income would be useless if realised at the expense 
ot the fertility or the productivity of the land as the future use of 
land would only yield a very negligible amount Hence net income 
has a prospective significance Secondly, net income must alaars 
be considered in respect of a certain time span, say a )car or a 
month or a week If not taken in this context, the term 
would lose all significance for the purpo'e of anal)sis Time span 
could not be the life span that would be usele*s from the 
■purposes of a standardised estimate And net income must be 
viewed from the mdividua 1 and the group points of view and 
not from one viewpoint alone Individual actions influence group 
actions and the group actions influence individual actions 
Farm income* could change for the worse or for the better tf the 
■course of action, which is adopted bv individual farmers, is such as 
to benefit them or to hit them, even individually Fourthly, the net 
income of farmers, or even the group as a whole, could be reduced (2nd 
considerably, too} by producing a quantity much larger than would be 
disposed at remunerative prices this is so because of the fact that farm 
produce will not stay long it i« highly perishable And unremunerativc 
prices would hit farmers and in the long run also the interests of the 
commumtv And lastly the consideration paramourt in the calculation 
of the net income of the farm is the well being of the family for whom 
the farmer undertake* all his business Without this objective being 
achieved, the farmer would be a poor wretched farmer, and the 
standards of agriculture could never be maintained, in fact they would 
seriously languish Maximisation cf farm income is not to be taken 
m pecuniary terms alone, but m the broader ones of communal and 
above all family welfare Proper land usage is also with respect to 
the above mentioned well being And the increase of land incomes 
is also with reference to common welfare The one motive of farming 
is to maximtse farm incomes 
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Human Objectives. Talking of human objectives, first, we note 
that they are important both from the individual and the communal 
points of view. Farming and for that reason, all economic activities, 
are undertaken with the sole objective of increasing welfare. Maximis- 
ing human satisfaction involves so many considerations of Economics 
and Sociology. It is to be admitted that there is no limit to which 
human welfare may be secured or human standards raised. In the first 
principle, there is the question of sacrifices undergone by the present 
generation for the betterment of the next. This generation, may, 
by denying itself the amenities of life, and investing their savings 
wisely, promise the next one much better opportunities for their 
own betterment in terms of good equipment and amenities. It could 
also adopt a course of action designed to the wastage of present 
resources much to the detriment of the progeny. This prospective 
view is relevant to the future of agricultural development over genera- 
tions and the pattern of such development. But all these actions 
are contributory to human interests and values of a larger type 
•and not the narrower selfish interests. Just as the agriculturist may be 
concerned with the conservation of his material resources, he should 
also be concerned about the conservation of human resources which 
•are to play a more endurable part in national economy. Agriculture 
could be wielded to these ends. Looked at from this angle, the ends 
of farming are not accepted only in the material sense but for 
building up the nation. Without labouring this point further, 
various human objectives may be now enumerated. The more important 
ends, which contribute to better living on the farms, are very much built 
•out of concrete things : food, housing, sanitation, education and above 
•all social security. Food and nutrition is the first and the most elemen- 
tary end in all types of farming, whether it be the subsistence one or 
the collective type. Even cash incomes are devoted to the purchase of 
.good food, but most farms raise their own foodstuffs. With the 
development of storage facilities, the qualitative aspect of food 
and the elasticity of its supplies, have improved more than ever 
Before. Better nutritive quality of foodstuffs is the foremost goal of 
the farmer. Their housing standards, all the world over, are rather 
low, and need to be much raised. Housing is an important deter- 
minant of the health of farming communities. Sanitation, which in the 
rural areas, is very poor is another very important determinant of 
farm business for poor sanitation may impoverish the farmers. 
•Consequently many man-days are lost by them. While in the matter 
•of dwellings, only an individual family is primarily concerned, in 
the matter of sanitation, it is the community that is affected. But it 
must be conceded that both these factors are of great importance. 
Farming provided a suitable and correct provision in respect of food 
and shelter. Health standards of the farming community are much 
Influenced by the ends and standards of farming. In fact, the 
farmer’s immediate concern is with the welfare of his family 
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and dependants and any ends that dash with the same are not 
accepted by him, they are rejected. Farm dwellings may be improved 
when this is publicly undertaken by the state or some other similar 
authority So far at»entioo has been nvetted to the improvement 
of urban dwellings, but it 15 desirable that farm families should also 
share in these beneficent activities The next human ends m farming, 
broadly speaking, are those of improved sanitation and medical aid, 
these are significant from the viewpoint of national regeneration, 
for if the farmers be unhealthy or bving under bad sanitation the\ 
would not be able to carry out their outdoor duties m an efficient 
manner In tact, farm people hai c a better chance to live m a better 
state of health than the urban workers Being much less exposed to 
communicable and infectious d<«cases, they may, however, succumb to 
these onslaughts, if their environments are not kept clean and healihr. 
Sanitation has, therefore, a significant role to plav in the farming 
ends In a place nototious for bad sanitation, the fanning bus ness 
would most certainly languish Although, theoretically speaking, 
farm people have a better chance to be health er, we find that tl ev are 
normally not. And this po nt cannot be overemphasized in view, of 
the fact that Icve's ot efficiency and living and of health are 
very much interlinked together All these are inter-elated Next 
consider the objective. Education This is ot a twofold character * 
ore which git es the farm children a general preparation for the 
varied types of occupation m the ordinary course of hvng, te. 
the preparation for life (general education) and the other which 
trains them up to be efficient faimers (specialised or technical 
education) Commonlv fatm h 0 js do neglect the fotmer tvpe of edu 
cation, 1 1 the general education, while demands put upon them by the 
technical character of modeto agncu’ture are rot met with by the 
training they get on the fatm, during their boyhood Hence the need 
for both compulsory general education and tor technical education to 
be imparted to farm children Education is an investment from the 
individual and the social point of view The last human ob ective, 
that ol social security, is the most important in the realm of /arming, 
wh'ch 's exposed to great personal hazards as distinguished from 
business ri c ks In fa't both these types of risks are so intermingled 
that the farmer could not dodge either Personal hazards are coveted 
by life insurance The fact is that even m the advanced farming commu- 
nities farmers are slow to bu\ the various types of insurance probably 
because of their traditional dependence on farm pioperty, and 
due tv the uncertainty of tneir incomes This attitude max be 
in part due to ignorance about the advantages of insurance 
Various types of overall legislation have been enacted by 

various enlightened governments to help farmers get better security 
Regrettable it is that while so many divers schemes of social 
security have been launched for the benefit of urban workers, such 
schemes have net been popularised in rural areas In short, the 



PRINCIPLES OF AGRICULTURAL ECONCMICS 


20 J 

liuman objectives of farming, as outlined above, are not being 
fully and completely realised ; in this sphere their importance 
•could hardly be overemphasized. And it is human objectives, without 
the realisation of which the business of farming would never inspire 
that interest and enthusiasm among farmers which could ensure the main 
end, that of maximisation of their incomes. 

Tbs Time ¥aclor. In a discussion of ends and objectives of farming, 
the factor of time must needs be restressed. It was Dr. Marshall, who 
was responsible for the proper evaluation of the time factor in the sphere 
of Economic Analysis. It may not be in the same identical manner 
that we assess the importance of time factor in realm of agriculture. The 
problem of time-span in agriculture merits consideration from the point 
■of view of farm business and from that of the farmer. This means 
that there are two view-points: the business and the personal. Taking 
the business aspect first, wc are struck with the fact that the farmer 
has to balance receipts and expenses (from various angles) over a 
period of time (say a year) in order to determine which alternative 
is the best. But if the time-span is longer, calculations are accordingly 
spread over the same. This generalisation holds true with some 
variations in different types of cultivations, as we shall have to 
notice in the present chapter when we deal with individual farming. 
Erom the purely business angle farm accounts must take stock of 
the depreciations and the exploitation of lands. In the case of 
family farms, for instance, yearly calculations are the rule, 
though the time-span may assume a much longer period, say 
a generation, prospectively speaking even a longer period. This 
is no doubt, quite sound from the purely theoretical aspect 
but this is not so practical for the simple reason that calculations 
spread over generations are too unwieldy and because the period covered 
by the lifetime of one farmer could never be the same (counted in 
terms of years) as that of another farmer. Of course if the view is 
that each generation should leave to the next a better farm than it 
received, the prospective angle must receive consideration, but this is 
too distant an ideal to be translated into actual practice and conceded 
by the individual farmer; hence this point of view need not be 
given prominence in the study of farm management. The busi- 
ness point of view is, therefore, very intimately related to the time 
factor and must be appreciated. From his personal angle, we 
find the human aspect must also relate itself to the time-span. This 
is to be recognised for the simple reason that even the longer period of 
time may be worthy of calculation from the human view- 
point. Still, the’ limit is the life-span of the farmer or the tenant’s lease- 
hold or the period of one generation (in the case of family farms) ; 
this means that the time to be taken into consideration depends upon the 
character of farming types, and the nature of land tenures. We 
have just cited the example of family farms, in which calculations might 
as well be on the basis of a generation; similarly in the case of 
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tenant farming calculations, from ihc personal and human points of 
view, shall be limited to the length of a tenure If farming 
is specialised as for example, “plantations,” even human cal- 
culations will be of more than a certain terms of yeajs in the first ms 
tance and later, on an annual basis These differences arc very 
obvious and have to be reckoned with Thirdly, the national 
angle must also be considered The time span, in the case of a 
nation is theoretically speaking, without a limit This is because 
many decisions are made on the assumption that the more dts 
tant future will take care of itself, but this is not always true, for 
conscientious and enlightened states will certainly plan for the future and 
not lent take care of itself The age of foissi^jain is now over and it 
is hardly possible for a nation to leave things undecided, even 
for the distant future The national time span, for all practical purposes 
is a definite period, say a generation, or better still, (m these days of party 
governments who seek the verdict of the people after specific time 
spans) the period during which a certain government is expected to hold 
office All these calculation*, with regard to the effective improvements 
brought about during that time-span are noticed and may be the basis 
of further calculations In short, in the study of farm management, 
the business aspects must be accepted as the basis of all calculations 

Group and the lndtitdual There are two face's of the problem, 
the individual and the group, their respective interests and 
fields of work The second is family versus business interests 
Taking the latter aspect first, we find that the family inte-cst 
is paramount and prior to business interests We cannot afford 
to take up the details of the joys and the richness of ex- 
periences arising out of the family working at a farm that will 
find its proper place in the course of our discussions Suffice it to 
sav here that farm people derive a tremendous amount of satisfaction 
out of their work t their work being of a highly creative nature) and this 
greatly adds to the meaningfulness of their living From the business 
view, the farm provides a good training for the next generations 
of workers and managers, who may be serving their apprenticeship 
on the farm Incidentally, farm life provides the group, experience 
of people working on the farm Community life is also strengthened 
by con'tant and recurring association of farm people, working together 
Still the business and the human ends of farming may close 
when the farmers work so hard that it injures their health, 
or when their children ate neglected or when the family is ignorant 
of all that goes around them, as often happens in backward nations, 
where the fanner’s struggle for work is so b*rd that he cannot 
dissipate his energies to other avenues While industrial workers hate 
been struggling hard for several betterment schemes, farm workers 
have not been so conscious of their rights Taking the latter, 
(the group versus the individual), we find that overwork on the 
part of the farm people may result in (group suffering from 
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a glut of farm products and depressing prices. The pattern of 
spending on the part of individual farmers also affects the general 
course of price levels for the group as a whole, more money being 
spent on urbanish luxuries, as effective in holding down the prices of 
the land. On the other hand, their craze for holding as much 
farm property as they could, might bid up farm prices. In the 
light of these we find that free spending very freely on the 
part of the farmers would lead to the reorganisation of price 
and wage levels; it may prove to be unwise for the community as 
a whole. A relation exists, in the field of agriculture, too, between the 
volume of output, prices and net income and an analysis of the same 
could be undertaken on Keynesian lines. In this chapter, it may 
not be pertinent to detail this analysis : we shall be content to 
point out that the group behaviour may not closely correspond to the 
behaviour of the individual. 

Agriculture and Society. We take up for discussion the bearing 
of agricultural behaviour on the pattern of society. We shall see 
how the end of farming, vig. that of raising the net income of the farm is 
maximised by social impact. Undoubtedly, the most basic factor in 
determining net income is the ratio of population to the other resources 
available in the country. Population, in this context, is agricultural popula- 
tion, though the other population, too, has an indirect bearing on the 
net income of the farmer. But the expansion of farm population may 
result in increasing the pressure of population on land. This may 
result in overcrowding for agriculturists. On the other band, the 
decline in the ratio of population to resources may mean more 
income per worker on the farms. The trend of migration of the 
farm people is also another determinant of their net incomes : if 
migration is urban-ward, farm income is expected to rise; and if the 
trend is rural-ward, the trend is reversed. These days, mostly, the trend 
of migration is urban-ward, wliich in the backward countries, especially, 
is easing the pressure of population on land. This is a consideration 
typical of the locality to which reference is rr.3de, and apart from, the 
above generalisations, no such deductions could be made, as may 
■ hold true of agricultural regions. The quality of the population, its. 
: composition and nature have a bearing on the net incomes earned 
1 by farmers. The population, being fatalistically inclined, does not 
: have the same zest for increasing their incomes, as one inspired 
by enthusiasm and the will to do farm work zealously. The character 
of the people has also an important bearing on the net income 
..of the farms, for with a distorted view of life, income may hardly 
.rise, while with a better outlook on life, they may also respond in the 
Lsame manner. The composition of the populace, too, has an impact 
'on the earning of the farms, for when the majority of the people 
j.xre farmers, their earnings, due to competitive forces, would most 
.ikely fall. Similarly, apart from the mere demographic factors, the 
'.mpact of other social forces on the income of the farmers is also to be 
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notfd, the status that is given to farmers, also reacts on this outlook 
and consequent!) on his efficiency and productivity Similar!), the 
nature of social customs and the social background alio reflects on the 
farmer and determines his capacity for work, which, m turn, have their 
repercussions on farm incomes The point that needs ro be made 11 
that the farm operations could certainh nor be isolated and divorced 
from the rest of the social background and the social canvas, they are 
a part and parcel of the same and resultant of the social forces and 
factor* In the social field, the points to be noticed are ranouj 
demographic factors and forces, and the variants of the social back- 
ground, such as caste, religion, outlook and customs 

management of farms 

Management of the farming system, is of relevance to the 
modes of farming and the s) stems of agriculture In this section 
we shall cover a wide range of farming systems the one crop 
farms, the specialised farms the li\ estoch farms, the dnersified 
systems, and the crop combinations The selection of these farms and 
their categorisation is on the basis of farming technique, and not 
as on the classification in a previous chapter We have to look at 
everything from the management point of view Hence this chssi 
fication is a little different from that given in an earlier chapter The 
■classification v. as two fold, firstly according to farming systems, 
and secondly according to the types of farming Hence this ‘s being 
dealt with, m two sections The first section covers the above mentioned 
systems of farms, while the second section covers such specialised 
farms as irrigation farming, vegetable farming, etc The object is to 
bring out such problems as might be relevant to management prob 
Jems The management of the farms is shaped by their types And 
these problen s differ from one farm to another Hence v\ e could not 
do justice to these unless we unravelled them in the light of the type 
of farming undertaken It is also pertinent to discuss management 
issues in the light of the institutional set up, for *he outlook ml! 
be very much influenced by social customs, in fact, in certan 
societies, management, as understood by scientifically inclined persons, 
may be conspicuous by its total absence, its place being taken bj 
customary considerations or by routine sanctioned b) long usage 
Conscientious efforts at the management of farms are a practice only 
in the advanced West, while in most of the farming communities of 
the East, the place of scientific management is taken by the routine of 
fgrtniae, sanctioned by ages of exp. essence That is why this study is he 
regarded as the unravelling of guiding principles which if followed tf 
a conscientious and wise farmer might enable him to realise the most 
important end of farming, namely, the maximisation of income 
through the elimination of waste Hence, the urgency of the manage 
ment problem and its relevance to agriculture, especially from «* 
economic angle It may also be restressed that the classification 01 



various types of farms, as outlined in this chapter, is not to be regarded 
as exclusive; it may, indeed, be difficult to come across a single farm 
■which may be of the same type as listed here. Types of farming, as found 
in actual everyday farming, are of non-specific mixed types", and the’ 
nature of their agricultural operations which are undertaken on them 
are not the same from year to year; types may vary very often. 

Onc-Crep Farms. The one-crop farm is the most elementary type 
that may be undertaken by any farming community; still, its value 
in analytical study is not to be underrated; in fact, it provides 
the basis of all analysis for the subject under examination. Simpler 
systems should be taken at first, and then the more complex ones- 
studied. From the standpoint of management, one-crop farm is the 
simplest to operate, especially those which sell produce and get cash in 
return. As wc proceed from the simpler to the more complex forms, 
the managemnnt principles unravel themselves, and we shall have be- 
come familier with each one of them in turn. Soil, climate and nearness 
to the market may account for the high degree of specialisation that may 
characterise certain farms, which may also practise rotation of crops. 
Combinations may also be routine, but that is rare, at least from the 
theoretical point of view. These firms may be one-man farms, family farms 
or hvo-man farms, depending on the amount of their remunerativeness. 
Several cropping systems may be followed, but the point that needs to be 
emphasised is the fact of the adherence of the farm to single agricul- 
tural produce. Cropping systems may be adopted (after due considera- 
tion has been given to the long-time effect on the soil), for soil-conserva - 1 
tion, in the sense of its being able to retain its arable character fer 
•quite some time. The system of cropping that is to be undertaken, is 
in consideration of equipment and resources that may be available. Shifts 
may also be undert aken, but in view of their likely effect on the system 
of farming. The farmer is the deciding factor in most cases; and his 
decisions will be more effective than those dictated by land usage and its 
character. The system of cropping, selected depends on his estimate of 
relative profitableness of the crops. Since a farmer does not know in 
advance of cultivation what his yield and income are going to be, he 
should make some intelligent guess-work about it, and base bis calcula- 
tions on anticipations indicated by his data. He takes the average price/for 
instance, of the previous years, or the average price over a series of 
years. This procedure is more satisfactory than depending on the price 
of the previous year alone. The previous year may have been an 
exceptional year. Hence the index of guidance must be a series of years. 
Another consideration that needs be taken into account is “budgetary.” 
The manager-farmer may prepare an estimated account of expected 
yields and anticipate income from the crop that he cultivates; 
that is to say, an anticipatory analysis of the yearly income and 
expenditure on the operations to be undertaken by him in that year. 
He undertakes to determine, in advance, how profit and loss 
account stands in respect of several different systems of cropping 
14 
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Ukcn up by him In the light of this analysis, does he select 
that system which, to his mind, proves to be the most profitable hint 
that these calculations need be made each year over and over again, 
once things have been decided upon by him and once satisfied 
in his mind, about the profitability of his cultivation procedure 
and the selection of crops that he has to cultivate, he goes on with that 
verj routine Of course, check up budgets may be made from time to 
time. Another important consideration is the rate of use of ferti'isers 
Ul alternative systems The term ‘ fertilizers", in this context, means 
the use of manures, sprays and other input factors The problem 
•which faces the manager, is that of the amount of investment that 
pays best on his farm The principle of dimini'hmg returns is also 
taken into account- More of the fertilizers m ght, in fact, burn the plant 
instead of being u*eful and nutritive to it , that is what we did learn in 
a previous chapter “Modem Farming*' And then each crop has its 
own needs in respect of fertilizers, these particular needs have also to 
be reckoned with Another factor respon«ible for selection of crops 
is the contour of the land, which may influence the farmer’s 
decisions as regards the patticular crops that could be cultivated on it- 
Theoretically speaking, both the contour and the fertiliser factors have 
to be taken together, for in the matter of fertilisers, the farmer 
must take account of the rtceptiutj of the land and the farm, and 
this is to a considerable extent determined by the contours of the land 
The use of fertilizers is limited by the point where the last (marginal) 
unit just pays for itself This principle is an accepted one and borrowed 
from the field of economic analysis Other costs of harvesting and of 
storage, and tho«e of machine-operating, trucking and warehousing, 
are also to be considered in the selection of crops The input-output 
relations have also to be taken stock of before b'ung launched on the 
cultivation of one-crop The amount of labour and cattle required 
for the purpose of farming in the cultivation of certain crops have to he 
analysed, before the farmer could make bis final selection In 
commercial farming, the factor of quality has also to De reckoned with, 
for farm income is dependent on the quality of output, and more 
so m crops for commercial consumption Weed control is a problem 
which the cone-crop farmer has to face. Another factor that enters 
his calculations is that of the possibility of a shift from the present crop 
to another, and the result thereof Other considerations are those 
of labour and equipment that might be expended on the crop and its 
availability Scale of operation has also to be decided upon 

Specialised "Livestock Farms Above mentioned principles apply 
to one-cattle farms, with some modifications. These fetms mav be 
termed as animal speciality farms The simplest case is that of 
a livestock farm that not only sells livestock and products but buys all 
the feed that it requires, so that the complications arising out of the 
fitting in of feed and livestock enterprises into each other may be 
avoided This is the simplest cate in the range of livestock farming Some 
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of these farms resemble factories rather, than farms. The operator. buys 
raw materials, feed, and cattle; he hires labour, and in return, he. turns 
out only one product. Feed having to be purchased from outside, 
these programmes are in no manner dependent on farm production .for 
feed. In these farms, various problems that have to be taken into 
account are those of the rate of feeding (instead of the rate of fertilisers) 
by which is meant the rate at which the feeding of the cattle is under- 
taken, in relation to their milk and meat yield. Charts could be 
prepared of the varying rates of feed and yield per cattle and most 
profitable ration could be fixed for each one of them. This combined 
rate, feed and ration (including their composition) is the considerations 
taken into account in these farms. The farmer has also to calculate 
the nutritive ratio of fodder : the ratio of the proteins to other nutrients; 
this ratio is a determinant of the rations which the cattle may be given. 
Another problem is the expenses to be incurred in maintenance as against 
production of catde. This corresponds to the input-output ratio, that we 
took into account while discussing management aspects of the single-crop 
farm. The capacity’ to convert feed to milk and other cattle yield is much 
limited and in unlimited amount of feed and fodder given to cattle may 
prove quite a waste. This holds good both for milk- and mutton-producing 
cattle. Feeding of cattle should, therefore, be on the basis of highest dr 
optimum profit. In this respect, the prices of cattle products have also 
to be reckoned with, for these are out of the farmer’s control, being 
determined by external forces of demand and supply. The rate of 
feeding that is most profitable, is that at which cattle yield is at the maxi- 
mum, and this rate, apparently, varies with th“ relative levels of prices 
obtainable. Examining the composition of the rations, we have to state 
that the economy depends upon nutritional values of different feeds and 
their re’ative prices. Apart from the usual composition of balanced rations 
in terms of fats, carbohydrates and proteins, there is another aspect; that of 
roughages and concentrates. Under the former category, are included hay, 
pasture grass, silage, while under the latter are included grains and oilseeds 
and rich meals. Even if fed wholly on roughages, cattle are able to main- 
tain their health, but concentrates are also necessary for the improvement 
of the qualities of cattle yields. A proper proportion of the two has to 
be calculated for the purpose of maximum yield of cattle produce. 
More concentrates are used at higher feeding levels. The main problem 
in the composition of the ration is the one of balancing it : this is 
what a wisefatm manager finds out by actual practice and experience, 
for the ratios will definitely differ from cattle to 'cattle. One has to be 
vigilant about the relative prices of the feeds and the fodders, though the 
combinations of feeds and fodders must not be ever changing; the' 
cattle become accustomed to one type of combination and later 
adaptability may be difficult. Buying feed at the cheapest rates, and at 
a proper period in the year, are important aspects of the management 
problem. The next problem that faces the livestock farmer is that of 
replacements, that is of herd-replacement. Buying and selecting of the 
cattle is the first phase of this problem; for judgment in selection may 
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mean success or failure of the enterprise, and this judgment >s born out 
of the trial and error method The second phase is rhe sale and 
disposal of stock which ma\ have grown useless This is a problem 
pacul ar to each single head of catde, for its replacement and disposal 
js an individual ptoblem Rate of replacement, (the rate at which I 
cattle are replaced, the older ones being disposed of, the fresh stool, 
bought and the whole stock replenished), and the rate of feeding are 
interrelated to a very great extent The heavier the rate of feeding 
and the narrower the nutritive value of fodder, the sooner the attic 
pa<s thetr prime and become disposable Another h-adache for 
this farmer is the relation between output and the telling prices 
As m other fields of economic life and economic activity , so also in this 
particular branch of economy , prices and production arc closely 
interrelated The methods of sale also affect his income but not 
materiality at least from the analytical point of view Other const 
derations are the sale of production and the labour needs of specialised 
Cattle farms, both these arc in errelated 

Diversified Crop Farms The source of income for these peasants is 
more than one farm, usually two or three farms The principles of farm 
management concern themselves with the comb nation of crops, and of 
enterprises The problem is similar to the one that wc come across 
in the field of economic analvsts There could be as manv crop coin 
bmations as many farms and as manj farmers And then these combina 
tions could not be regarded of a permanent nature The question as to 
why crops are combined can best be answered by studying economic 
phenomena VC e hav c already referred to supplemental} , complementary 
ard compet me operations, when talking about agricultural operations, 
the same could be said of the crops Supplementary crops make 
fuller use of farm equipment while complementary ones do not call 
for much labour and power On the other hand competitive crops 
are those that compete for labour and equipment at the same time 
With these introductory preliminaries, w c proceed further in the analysis 
Other points are as under The fertility of soil is kept in better balan« 
if crops are grown in succession, for different crops make different 
demands on different soils and the plant nutrients therein Legume 
crops, for instance, are able to transfer nitrogen from the atmosphere 
to soil The roots improve the structure of soil, while the close growing 
crops reduce erosion and add much needed organic matter, when plough 
ed under the soil Suffice it to point out that crops mav be combined 
for soil conservation The second reason could be the rotation of 
crops some crops would fill the rotation gap These crops mav be 
companion crops or complementary ones They help other crops and arc 
grown for this reason Income and its stability is also responsible fot 
their combination excessive reliance on one crop may lead to unforc 
secable loss to the farmer, who would like to have more stable income 
and more inflated revenue While one crop may suffer advcrsJtiesot 
weather and prices, a good combination of several crops would not be 
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the victim of such uncertainties. Hence, crops may be combined, simply 
to avoid over-dependence on one crop. . Also the continued use of land 
for the same crop, year after year, and, season after season, may lead to 
deterioration of land and its ultimate exhaustion, too. Hence, the 
rotation of crops becomes imperative from the purely soil point of view. 
Some plots of land may have a variety of soils and lands which it may be 
better to utilise if several crops are grown instead of -only one. A part 
of the land may be well irrigated, while other parts dry; hence two distinct 
types of soils may be cultivated so that the best may be got out of 
land. The crops best suited to each plot would be sown. And lastly, 
some farmers, in view of their better efficiency and better capacity, may 
be able to grdw more than one crop. This may also be necessitated 
by the circumstances of the farmer, who may not be inclined to waste 
his time, or idle away a part of the year. More enterprising farmers may 
take to the growing of more than one crop, while the la?y stock may 
not do so. The other subsidiary considerations that may also be noticed 
are labour needs and its availability. There is possible surplus labour 
which may not be kept fully employed except by the introduction of 
crop-combinations. In the areas where the pressure of population on 
land is excessive, crop-combinations are advised. There is, in addition 
to the quantitative aspect, the one of the quality and the distribution of 
labour in order to provide for different types of labour : a certain farm 
family may have types of labour at its disposal, and to utilise the same 
it may be necessary to adopt crop-combinations. Diversified farming 
may also be necessary for equipment to be more fully and completely 
utilised. In the interest of mechanisation, too, diversified farming may 
be indicated. We have already listed the various advantages of the use 
of machinery on farms, and also talked about the recent advancer, to suit 
all pockets and all farms. After having discussed the reasons for 
crop-combinations, we have to discover an ideal crop-combination. 
There are various considerations that may have to be taken into account. 
In the first instance, the comparative advantage principle (the same as 
in general economic analysis) is to be applied, but with some special 
caution. Both the ratio of costs (the two-way comparison) and rela- 
tive advantages (both of growing the competing crops in one area or 
in the competing areas) have to be noticed and weighed, in order to 
arrive at the correct combination formula. The true comparative advan- 
tage is not determined until these two comparisons are made so as to 
determine which crop combination is the best. In the case of rotation 
of crops, the cropping systems are compared instead of single crops. 
The relative advantages of cropping systems are in terms of climate, 
soil, distance from the market, labour supply and managerial skill. Put 
in economic terminology, complementary, supplementary and jointr 
product relationships between products, farms or crops, are material 
in diversified farming. The measurement of comparative advantage 
is in terms of. gross returns, or net cash returns or returns on labour 
basis or relative profitability of these. 
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FeeJ a»J Lw'shek Farms Having understood die implications of 
diversified crops -and crop combinations, we now tackle the pro- 
blems facing the manager farmer in feed and livestock farming He 
does not have to tap outside resources m the matter of finding fodder 
for the livestock that he rears The feed is to be converted into mat 
and livestock products , the essential character of all these fatms is 
that they devote their lands to feed and fodder crops and sell the 
same in the form of meat and other livestock products The guiding 
principle here is the one of balancing fodder to the needs of the 
livestock enterprises and the adjustment of the one to the other 
The objective is to fit in the feed and the livestock both as to quantity 
and type, with a view to securing the highest return Some 
times, however, it mav pay to buv extra feed and keep more live 
stock, or alternatively fewer heads of cattle and sell surplus fodder, 
but that is an exception and not the rule , — a possibility only in 
the emergencies, w hen for example, feeder crops have suffered a 
loss ct cattle depleted Normally and fundamentally, these farms 
are complementary in their relationships to the twin enteipnses 
crops that supply raw material to be converted into meat and the cattle 
products which are sold to the market and also livestock whi'-h in turn 
contributes farmyard manure for cultivation processes. This combma 
tion (and it is usually a common combination) keeps labour cm 
plot ed throughout the year Fuller utilisation of the various bj products, 
eg straw, stalks and cor r waste could be utilised These systems 
are more self sustaining Erosion is avoided for the simple reason 
that crops are also grown and reliance not only placed on cattle 
farming, or only on crop-farming Often these farms are characterised 
bv more intensive cultivation than diversified crops but that does nol 
appear to be the general rule The usual considerations determining the 
nature of agricultural operations, are the rate of feeding composition of 
ration, and pasture management The first consideration is rather impor 
tant which for the simple reason that without an estimate of the same 
the possibilities of a correct adjustment between the number of cattle 
and the amount of fodder to be grown are remote, could be hardiy made. 
Waste of fodder is as bad as the underfeeding of cattle The eco~' 
nom) of groumg one’s own fodder is neutralised especially when 
fodder is purchased from outside The composition of ration has 
a bearing on this problem because the fullest use has to be made of 
the types of fodder grown, and the composition of ration has to be 
drawn from fodder crops grown, as indicated b\ ration needs of cattle 
Pasture management is of supreme importance to dairy farming, and 
the consideration of the same has to be relegated to a section below 
which is des oted to the economic and management aspects of duty 
farming The type of pasture management that may be favoured s 
influenced by the judgment that dairy farmers pass as to the value of 
the pasture land its a ns the needs of cattle raised on the particular farm 
The other consideration relates to budgeting. 
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Crop Livestock Farming. The next variant is crop and livestock fa rov- 
ing- This type combines significant amounts of crops (often cash crops) 
with livestock production. They may also be described as general 
farms. The sources of their income is'from both crops and livestock-. 
Farms of this type are having joint, supplementary and comple- 
mentary' relationships in their complexity and in variations. Major 
and minor enterprises may also be undertaken on these farms. 
The enterprises which have supplementary and minor character 
are designated as sidelines. Other enterprises have a significant 
place only because of fy-products anc i joint- products, the latter 

being more important. This type of farming is favoured because of 
certain distinct advantages. Firstly, they provide a fuller opportunity 
for the employment of land, labour and equipment. Secondly , more 
land is employed than under other enterprises and variants. Thirdly, 
the farm income is more stable, than in other types of farming for the 
reason repeated above. And lastly , the hazards in the form of diseases 
and pests ate very much reduced and minimised. There are disadvan- 
tages, too. The farmer may not be quite up to the tasks incidental 
upon the type of enterprises undertaken. There may be marketing 
difficulties especially when very small amounts of produce are grown. 
Again he may not have sufficient equipment to carry through the 
enterprises ; this form suits the co-operative organisation. Five 
•such types of crop-livestock combinations could be listed : • cash 
crops with some livestock; mainly livestock farms with some crops; 
the equally inrerpressed types of farms; livestock with fruit crops; and 
livestock farms with equally good cash and other crops. But this classi- 
fication is of no practical use, for the argument as it unfolds itself, will 
hardly take this classification into account. Suffice it to notice here that 
these farms are only an extension of the diversified ones. Various 
combinations, that prevail, are according to the principles enunciated 
above. But on these farms the organisation is highly flexible and 
has many variations, indeed too many to permit enumeration here). 
Crop rotations must also be rather several and indefinite. In the matter 
of livestock; the major decisions relate themselves to the type of cattle 
bred ; dual- and dairy-purpose cattle are most frequently kept. In 
the matter of erops, major decisions refer to quantity of corn to grow 
and feed ; selling grain and corn brings cash while feeding it may 
also mean economy if the number of cattle is large. There is the 
problem of adjustment between crops and the cattle and of the most 
profitable combination, with a view to maximising farm income. 
Another cosideration is that of fitting in the miscellaneous enterprises 
into each other. All these problems have been dealt with above and 
the same conclusions of this analysis apply here. 

Family Farms. These farms are the most common of all the systems 
of farming undertaken in any country. They are the most populai). 
We have, in the paragraph “Systems of Farming” given a des- 
criptive account of family farms, here we intend to find out hor£ 
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decisions in these fatras are taken One thing may be noted which 
is that production on these farms is mainly for the sustenance of 
the family and not for market, primarily, though the surplus may be 
disposed off in the market Hence the evaluation of farm produce 
would be from the point of view of the family, that would be the 
criterion The worth of the produce to the family is the mam 
consideration Articles of family consumption may be purchased 
at the local store or Droduced at the farm the farmer has to weigh 
the relative advantages of the two procedures The transportation 
costs both of hauling the farm produce to the maiket and of carrying 
the supplies home have to be compared and a decision made in the light 
of this analysis Some products it may not possibly produce on the 
farm, they must be purchased from outside In th.s ca<e, the ratio 
between the farm grown produce and ‘imported products has to be 
noticed, and those will be produced as mav ha\ e a favourable exchange 
ratio as between fatm and outside produce And a calculating farmer 
would also weigh the relative advantages of consuming the } roduce or 
of marketing the same, or producing for home consumption and 
for market AH these points have to be taken into consideration and then 
decisions made about selection of crops The farmer has also to take 
into account the relative advantages of securing more nominal income 
as against getting more real income Usually family farmers are more 
concerned with inflated real incomes It is not always that the gam m 
the one js at the cost of the other, sometimes both may increase together 
JEleal incomes are increased if labour and other resources are devoted to 
supplying the family almost as fully and completely as possible But that 
course of action might result in their buying less ot the products of 
other farms, ultimately reducing the market demand for food and 
incidentally also depressing the prices of farm produce, other things remain 
ing equal One factor that needs to be taken into account is that even thout>h 
purchasing from outside rather than producing for home consumption mat 
be possible most of the farmers may not adopt that course of action foe 
the reason that this might result in the insufficiency of adequate d/et 
and deterioration of its quality Family farming is mostly * provision ' 
and “food farming It is possible that for want of suitable equip- 
ment and machinery, the family farms may not be able to control 
pests and diseases, nor improve their qualitative output much, bu* the 
fact remains that thev do provide good d.-ei and good enjoyment the 
toy of farming and recreative work In the light of the above analysis, 
food farming is easily the most important job on the family farms 
Nutritional standards have to be maintained and food energy kept at 
ihc same level for family members Diets have to be maintained at 
an adequate let e! Planning food for the family is therefore, a major 
task for family farms Decisions will have IQ be made as to what foods 
be produced fox the family, and how much to produce of each The 
theoretical estimate would be to produce essential foods but this theorr 
is difficult to translate into actual practice Practically speakirg, these 
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decisions could seldom be reduced to definite terms. Calculations would, 
therefore, be made as to die returns from investment made in pro- 
ducing food and raising produce for the family. Data may be used for 
this purpose, for without this, it would be impossible for the farmer to 
'arrive at correct decisions. For those foods winch are also produced 
for the market, decisions will have to be made as to their quantity 
•for the family. The problem assumes a very difficult complexion 
when the income of the family from the various souices is rather 
low, for then the peasant may be tempted to sell produce and food to 
•the market at the expense of underfeeding the family. In another 
"situation food cannot be produced for the market profitably but with 
advantage for home use. In such a situation, the farmer has often no 
choice but to wait till the system of transport improves to make the 
produce marketable. Storage is also another problem that may raise 
itself to the family farmer, especially when conditions are difficult in resr 
pcct of weather. The amounts of food that may be produced would be 
determined by food budgets prepared by the farmer in the light of 
other considerations enumerated above. And a production plan .will 
have to be chalked out in respect of production on family farms. 

SPECIAL PROBLEMS 

Questions raised by various types of special farms are now- 
proposed to be discussed, after we have equipped ourselves with a 
detailed and more intimate knowledge of various factors responsible 
for the decisions made on various farm-combinations. Without assessing 
the situation from the point of farm-combinations but from the angle of 
specialisation that works itself out in the field of farming. Most consi- 
derations rem'ain identically the same as anah sed above, but modifica- 
tions are introduced in respect of certain specialised types of farming 
not covered in the above outline of the subject. Some alterations 
may r be required in the sphere of management and others in the calcula- 
tions of planning modes. 

Farm Preferences. Priorities undergo a change, both for the farmer 
.and the planner. Speciality crops may concern themselves with cropping 
of wheat and cotton or sugar and the problems that arise therefrom 
may be of a technical nature and generalisations hardly possible, 
•except in a very narrow range. Still, this study is instructive in 
that the special problems attendant on specialised crops may be perti- 
nent from the point of view of national economy. Generally speaking, 
specialised type is selected in the light of soil conditions and the 
regional adaptability of environmental conditions. It would depend 
'on special aptitudes of the farmer, and the resources at his com- 
•mand as also on the environmental conditions in the neighbouring 
vicinity. For instance, irrigation farming could not fee undertaken 
•without ample resources in respect of water and its abundance. For 
horticulture and vegetables, nearness to markets is indicated and, 
in fact, absolutely necessary. Hence the locational factor is another 
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determinant Speciality crops, which we attend to in the next section, 
also vaiy in their demands on farmer, land and soil characteristics 
Hence the natural factors determine to a very great extent the nature of 
farms that may be undertaken Equipment is another determinant of 
specialised farming, and for certain crops and agricultural enterprises, to 
be efficiently run and remuneratively launched, must have a minimum of 
certain basic machinery and equipment Next, the human factor is also to 
be weighed, for human aptitude is important Influencing factors also 
include the locale of farms, the environmental effect, the traditional 
modes of farming and the sanous other institutional factors and forces 
•operating in that region For instance caste restrictions did for quite 
a Jong time limit certain kinds of speciality crops to certain castes 
und other * higher” castes were not to undertake these professions nor 
were they to take to farming not prescribed bv the social code There 
may be certain competing enterprises that may demand farmer s attention 
and even tempt him but he w ould take up an enterprise that gt\es the 
■highest lhcome, consistent w ith the least effort The input output 
■ratio shall have to be taken into account on all the different \anants open 
to the fanner and the entrepreneur In short the farmer would 
constantlv apply the principle of tbottt m the matter of selection of 
crops and farm enterprises But this principle could only be applied 
to the Itmited range of soil peculiarities for if soil is of a specific type 
the farmer could surely not undertake enterprises, he may like to, in 
pursuit of calculations he made he may have to keep in view the 
suitability of soil and other natural factors The sum and substarce of 
this analvsis is that the specialised problems in farming and speciality 
•crops could only be successful if all factors co operate 

Speciality Crops These ma\ refer to cereals (wheat, rice, etc) 
or to commercial crops (e g cotton or flax) or to other crops like sugar 
and beet The special problems raised in their growing, from the \iew 
point of the farm manager are peculiar to these crops and no generahsa 
tions could be made nor any deductions possible from this study 
In the first instance the farmer would hie to assess the total situation 
not only in the national or regional economy but also m the world 
•economy, for the remunerativeness of crops, undertaken to he cultivated 
would depend on world forces, too, as was prosed bv the depression in 
the thirties Secondly, the manager must tak«* into account production 
adjustments possible in his crops, for in the times of stress and cmer 
gency he must be able to switch over to another speciality crop How 
far is a production plan clastic and adaptable is another considera 
tion that goes to determine the nature of his specialisation Adapta 
bility is also with respect to natural factors like rainfall, topography and 
-soil conditions Incidentally, the farmer w culd give due w eight to the 
•effects of a crop on soil, on soil erosion and the retention of moisture 
in soil, for soil conservation is an important aspect of cultivation of 
■crops Land tenures are still another factor to be reckoned with 
When dealing with this topic, we must analyse various implications 
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of the system of land tenures in their impact on the systems of. 
land cultivation. Certain special crops it may not be profitable to 
•cultivate, in a certain system of land tenure; for example, wheat would 
certainly get a preference over cotton in the system of peasant 
■farming, which may correspond to family farming. Mechanisation and 
considerations of equipment also influence the selection of crops. 
Certain crops are more easily mechanised, while others resist me- 
•chanisation; for example wheat may be more adaptable to mechanisation 
than cotton farming is. The relation of cropping operations to labour 
-supply is also a factor to be taken account of by the farmer, who seeks 
to manage speciality crops. This labour aspect has some relevance 
to the rate of mechanisation, for on a farm which may have labour 
enough and to spare, mechanisation may not be a valuable determi- 
nant. The fertilizer needs and the issues of drainage and insect and 
disease control arc ether points to be noted in this context. Weed 
•control and allied issues also arise in this connection. Market adjust- 1 
ments arc not to be ignored; attention is to be pinned to this point. 
Above are mentioned some of the general conditions and considerations 
Which may be borne in mind when selecting specialised crops. But it 
may also be pointed out that speciality crops only pay in the event of 
large-scale farming, for that minimises the overhead charges in respect 
-of marketing. And in large scale, speciality crops may not be a 
frequent and common occurrence. 

Irrigation Farming. Irrigation is a major issue in the sphere of farm- 
ing. The problems of irrigation present a wide range, for without 
irrigation, most of the crops would be non-existent and the lands now 
under cultivation quite barren. Irrigation farms arc of several kinds 
and not only the usually cultivation ones. Facilities Gf irrigation may 
be extended to pasture lands, or to fruit and vegetable farms, o£ 
■to speciality crops, or to diversified farming, or to dairy farms. 
Irrigation projects might have been organised by individual and 
partnership bodies, or by co-operative and mutual enterprises, or 
by public corporations or commercial concerns, or by government 
agencies. In fact, these agencies are the mo't important of them all, for 
irrigation works cost a lot, while the service may not be very costly to 
the farmer. The commercial concerns, supplying irrigation facilities 
are net much in favour, for the simple reason, that the cost of service 
to the consumer would be rather high, the aim of a commercial enter- 
prise being the highest profits. Individual and partnership pro- 
jects are seldom met with, for the resources at the disposal of the 
individual and the partnerships arc not very extensive nor unlimited. 
Mutual and co-operative enterprises are useful from the peasant’s point 
-of view, for the middleman is eliminated and the costs of irrigating a 
particular plot, therefore, very low. Another group of problems (which 
are related to the operation of irrigation farming) relates to the 
access of water. This right to water and its accessibility is the most 
impe-rtant-of all'the points relevant to irrigation-farming.- -Water rights 
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ate now mote definitely known than in the past, still some trouble 
may arise, and litigation may start \\ uh * fall ’ water rights, the 
farmer is ensured an adequate water supply for the cultivation season 
But in other cases the tarmer has onlv such nghts as arc Jm tted 
tn then scope The taimer may onlv be permitted to use the flood 
water Some laws govern ttm problem and jt is not our purpose 
to go into the details of these laws, suttee Jt tc note the more important 
fundamentals ot the same The rtpan/n doctnre establishes the right 
of the owner ot the land to the use of the water to the nearby stream 
and these rights could not be lost by non use Then there is priority 
establish'd b) the doctrine ot the first to apply, the first m right’ 
These rights apply to the use ot surtace water, but the question of the 
underground water i® not a little different The laws in regard to under 
ground and percolating water are ver) much dn erse from state to state 
Mostly thev belong to the own-r cf the overground lands, though th s 
ownership mi) be much limited in public irterests The price charged 
for irrigation wa er ma) be according to the cost of service principle or 
the i hr of siren* principle But it i* mostly the cost of serv ice pnrciple 
that the enhgltcned states enforce, while the value of service principle 
may also operate in certain places in the initial stages of irriga 
tion farming or a better// ent lay imposed on the new!) undated 
faints from the point of view of farm management, the above 
controversy is net of much significance, though we ma) have occasion 
to refer to it at a bter stage There are points and arguments for both 
system c , and one has to recognise the fact that the cost cf service prut 
ciple could never be applied in the initial stages of irrigation proiects, 
for the total costs may be difficult to realise from the usets of irrigation 
faali'ies, while the value ot tie service principle may net be fit for 
application in the case of luniung irrigation work* A compromise 
fotmula ma) be evolved seme part ot costs of irrigation facilities, 
together with betterment lev) imposed on the non agriculturists 
Technical factors also mteence the utilisation of irrigation woik« 
The advantages of irrigation farming ate too well known to be listed 
here Tbe danger of uver irrigation has to be guaided against, for that 
ma) cau'C depletion of soil and its erosion And the ]os« of litigation 
water i® al«o to be guarded against for that ma) raise the cost of theser 
vice and also result in a lot of more waste The frequenc) of mgation 
(a technical problem) depends upon the depth of soil and its ability (o 
retain moisture and the W3ter needs of a particular crop and other 
natural tictors The amount of labour required depends upon the dope 
of Jand, the character of sol), the s) 2 e of irrigation channel and the 
efficiency and structure of irrigation system Irrigation also brings 
in its tram some problems of application of machine The two mav be 
fused well, in tact irrigation may as well be mechanised And 
lastly, the twin problems of irrigation and drainage are interlinked, 
especially where irrigation has resulted in w aterloggmg and the like evils, 
which requite an immediate solution It cannot be pretended that this 
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■survey is either exhaustive or detailed, it only familiarises the reader 
with more important aspects of the management of miration. 

Uorliculturi and Vegetables. In the field of fruit and vegetable 
growing, the major difference is that of the life-span of plants. As 
pointed out earlier, fruit tree does not mature for a number of 
years and then it is only after a few more years that fruit-bearing 
begins. Fruit and nut-growing are tiulv long-range enterprises, 
•each plant going through a life-span resembling of a man. Often 
are these enterprises treated as subsidiary; there may be bach-yard 
orchards, growing some fruits, and vegetable gardens supplying 
vegetables to the family; these are excluded from our study. In 
the field of fruit-growing, the locale of farms is determined by 
climate, for fruit are very sensitive to climate. Climatic requirements 
are very much more exacting for the fruit-tree than for any other agri- 
cultural venture. Soil is the second factor determining the locale of 
fruits. Special characteristics of fruit farms may be noted; they utilize 
very' little land, while investment per acre is relatively high; the specialised 
fruit-farms have very few cattle, only workstock and some dairy’- cows for 
domestic subsistence purposes; these farms hire relatively large numbers 
of labourers and the workers’ output is easily checked and measured 
too. Large amounts of labour input are required for purposes of 
prying and thinning, as also for picking fruit and packing them. 
Lastly, fruit-growing requires lot of preparatory work. Manage- 
ment problems relate to the question of the she of business, the selec- 
tion of site, and of species and varieties, control of diseases and pests, 
the age-distribution and replanting of fruit trees, the problems of market- 
ing and production adjustments. In regard to the last question, 
the difficulties are rather insuperable, for fruit farming involves long-term 
commitments, longer than is the case in other types of farming. Bad 
judgment would alvavs be difficult to rectify: that would be adverse 
to fruit-growers. The problem of selection of fruits to be grown is, 
therefore, of immense significance, for it is a long-term commitment. 
In the case of vegetable farming, the life-span is much shorter, the assort- 
ment of species much wider, in the same range of climate and soil. 
True, that a few fatms grow only a variety or two of the vegetables 
(this is identical with the case of fruit farms) but the majority of them 
go In for a larger variety of vegetables particularly those grown 
for the market purposes. Hence vegetable farms resemble to a great 
extent, diversified farming, which we discussed above at length. 
Commercial production of vegetables has been much increased 
in recent times, in view of the great consciousness during the 
war period about the growing of vegetables for domestic pur- 
poses. There are at least five major types of vegetable farms : those 
located in the suburbs of most of the cities; large farms ; in the outer 
regions, specialising in the production of one or two vegetables ; 
farms which produce both vegetables and fruits in different assort- 
ments; farms which undertake vegetable gardening as a subsidiary 
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occupation, those farms which produce several vegetables for canning 
purposes, and lastly, those farms which deal in vegetable growing 
and fruit growing both for fresh supplies and for earning tbeir 
surplus produce Regarding the significance of this classification, let it 
he admitted that, from the point of view of the manager, this is 
not so pertinent except that it is a convenient type of categorisation of 
various farms Location of farms is determined by the considera 
tions of soil, water and markets The vegetable farms differ from 
fruit farms in that they can more easily «hift to another type of production 
The result is that while the older vegetable farms may go out of production 
new farms get under the plough They have also rather small acreages 
The main management problems relate to the sequence of crops and the 
planning of them in advance, in both these farm types. 

Dairy and Poultry Farming Some problems incidental to dairy 
farming have already been adverted We have discussed several aspects 
of livestock farms, here we shall notice management aspects of the same 
Dairying seem'- to be on the increase everywhere, and that is why the 
subject is getting more and more important The unique feature of 
this industry is the diversity of uses of dairy products milk, butter, 
cheese and evaporated milk Costs of dairy production have not been 
brought down as much as they have been in general agricultural pro- 
duction The costs of feeding and maintenance are important factors 
Replacements and new purchases are issues similar to those discussed 
in previous sections The questions re'ate to the size of the herd, the 
time of freshening milch animals, and marketing Such a size is 
favoured as may bring the best returns to the manager, and would be 
well maintained, the costs are also another factor These issues are 
similar to those bearing on the question of the size of farms The 
question of freshening the animals is tackled from the point of view of 
the increase of milk yield It involves the broader issues of selecting 
breed The aucstion of marketing is also complex, for milk products 
are liable to souring, if not marketed immediately Most dairy farms 
are situated near cities and tow ns and the question of marketing is 
solved without much difficulty Dairy farming involves long range 
investments Producers have to look and plan ahead if they desire to 
succeed Information is, therefore, important from the point of view 
of the manager in order that he may be able to plan out the enterprise 
He should know the trends of production in competing areas, the price 
trends, changes in land values and other similar issues In regard to 
poultry farming, the analysis is similar to that of specialised farms 
Poultry farms deal m eggs, chicken ducks and turkeys, etc The ques 
tions that confront the manager are related to poultry feed, (which may 
preferably be home feed so as to reduce the cost) and that of seasonal 
adjustments : the atm is to balance the extra costs involved in anv 
seasonal programmes against the extra prices received The rate of 
feeding involves the same considerations as enumerated above in a 
previous section The degree of specialisation is according to conditions 
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favouring it. In regard to breeding, the same considerations may 
prevail as in dairy farms. The aim of breeding is to improve the 
productivity of the flock. And then there is the question of the adoption 
of the newer scientific methods of breeding and feeding that have in- 
creased output where tried. Issues may centre round variations in the 
capacity of females and males. Much labour is not required on poultry 
farm; the laying houses once built, the same routine labour fits them, 
all, and a single labourer may be able to manage the flock with 
occasional helpers. The combinations farming and sideline ventures are 
also quite common in both, dairy and poultry farming. 

Cattle and Sheep Farming. We do not reckon ordinary farms 
where sheep and other cattle may be bred and fed, but where 
cattle get their feed by grazing about. It may be pasture graz- 
ing or grazing on the wild. There are nomadic tribes who move 
from place to place with flocks of sheep and cattle and then there 
are the commercial “ranchers”, but who have fixed headquarters. The 
former are mostly self-sufficient, and one comes -across these nomads- 
in the regions of Central Asia, North Africa and some parts of the Ame- 
ricas. The commercial entrepreneurs are found in grazing areas, nearly 
everywhere; they are not self-sufficient and may have to buy grazing 
rights. Most of the pastures are open only seasonally ; and in the non- 
grazing season, feed that is to be supplied is largely that of hay plus the 
fattening ones. Requirements in respect of land are very urgent and 
grazing can only be carried out where land is abundantly available. 
Access to land is, therefore, very important; hence land tenures also 
assume some relevance in this study. Coming to organisation, we 
find that there are many variations. There are, however, some distinct 
types ; those which buy animals fatten them for one season and sell- 
them in the market, i.e. steer ranches; those which breed animals and- 
sell die calves away; and those which have herds of all age groups. This 
classification has been made on purely descriptive grounds, and has no 
analytical value. The problems that face the “rancher” are those of 
the growth rates of catde which mostly correspond to the availability of 
feeds and grazing facilities, the rate of stocking (which is a typical input- 

- output problem except that exact measurements are not normally 
possible) and that of improvement. The grazing range must not be 

: overgrazed and the manager has to guard against it, for grass will be 
considerably depleted away. In regard to the question of improve- 
: ment, the manager has to think of the means of fencing, conservation 
and provision of the means of watering and that of storing forage., 

- Grazing may be undertaken direct, or on the deferred system, the latter 
j being more useful for beef-cattle production. Efficient stocking has to 
. be done in order that the fodder supplies do not exhaust soon, but are 
, permanently kept. And lastly, there is the problem of risk and uncer- 
j tainty which must be tackled in ranching : these arise out of the 
. usually fluctuating business conditions. Sheep ranching has much in 
, common with cattle ranching ; it is based even more, on the grazing 
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of the native and local vegetation Management problems ate also) 
similar, except that a greater stress is on the qua! it) of wool (if that is 
the objective) or mutton or iambiog Mostly, it is the combirii 
ranching that is practised, with the result that a manager with extra 
ordinary ability could alone manage the w hole show The problem 
is that of balancing cattle, sheep and goats on the same ranch, that 
is the proportion w Inch maj be the most profitable, and to determine 
this proportion is the object of analysis and management And 
secondh, the manager must also find out the optimum organisation 
and the optimum size of the flock for his purposes 

Farm Woodlands Our job in this section js to unravel the pro- 
blems of farm woodlands and to find out tv hat combination, if at all 
permissible ts the most useful Vf oodlands range from the small ones 
which supply timber for fuel purposes for the family to those which 
suppl) timDer for other purposes The management problem generally 
speaking is that of keeping the proportion of land producing 
timber instead of pastures, wooldlands and crops This would raise the 
issues of the suitability of land for the purposes of grow mu different 
crops and timbers, which are specific (due to topography, composition 
texture and structure ot the soil) The usual method of arriving at the 
decision is that of weighing the anticipated expenditure and receipts 
from the same land when put to alternative uses Decisions will have 
to be made much in advance and some budgeting mi) be- necessary for 
•correct decisions to be made Another set of decisions relate to the 
intensity of silviculture at the 6ne extreme timber maybe left of itself 
while at the other end it may be protected, pruned thinned, cut w ceded 
and also planted bv planning Labour supply , wages and prices would 
be important determinants of final decisions made in this matter Pro 
b ems of a technical nature, too, face the manager of the woodland 
the choice of the species, the density of the stands the methods of weed 
and disease control and correct reproduction, all these are 
technical problems which also face the manager Another importin' 
aspect of the issue is the skill relating to the general aspects of silviculture 
The supply of labour is another headache for the manager and tl e 
entrepreneur The hirings are mostly of a seasonal character; the pro- 
blem is that of labour availability The forest farms mav be of several 
kinds • pure forest trees are seldom met with on subsistence farms 
and exchange farms The pure forms are those w hich are only forests 
and have no other kind of produce Subsistence farms provide fuel 
and timber to the familv, (corresponding to the family farms), while 
in the last category arc those farms, called combinations these 
exchange their products in the market The supplementary' products 
which may be raised from the forest farms are al^o pertinent considers 
tions Tn fact, these farm woodlands are too small to yield any commer 
ctal income from wild life management, another source of income from 
the forest farms Some w oodlands have also another source of income, 
fisheries may tbtive in small ponds to be found in these wood 
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lands. Additional source . is processed forest produce. The state 
could also help ,the woodlanders in the prevention of forest fires, in the 
control of diseases and pests, in research relating to management and 
marketing, in planning the woodland, in extending credit to the farmers 
and in miscellaneous other respects. Forests are valuable in anti- 
erosion drives launched by the state, and in soil conservation activities. 
In view of the fact that forest plantations are a long-range investment 
and are often neglected by individual farmers, these are now being 
brought under state ownership. 

The Inference. The lessons that may be drawn from the above bird’s- 
eye view of the problems of management of several types of farming 
merit a special place in this discussion. Certain management principles 
crop up as distinct ones, and have a special relevance and application 
to various forms of farming. One of them is the principle of relative 
advantage; tins seems to have found a universal application in the 
matter of selecting the type of farming which may be practised by the 
farmer. This is also the guiding principle for the combination of 
various types of farming, for it points to the best combination that could 
be arrived at, in the light of circumstances operative on a certain farm. 
This principle states that relative advantage may be secured by selecting 
a certain type of farming as against another type. We have discussed 
various aspects of this principle elsewhere, but suffice it to say at this 
place that the relative advantage is not only calculated in respect of 
competing crops and competing combinations alone but also in 
respect of supplementary, complementary and subsidiary crops and their 
combinations. The various management problems that crop up in 
nearly all types of farming are almost identical : they relate to the locale 
and siting of farm enterprises, the rate of return in the selected and 
the other enterprises, the method of operaticn, and the problems of 
marketing the produce. Other related problems include organisational 
aspects, the labour supply aspect, the maintenance aspects and the purely 
business and accounting aspects. The manager should be well advised 
to have a budgetary review of the whole enterprise and see if the 
enterprise is or is not exercising the various economies that it could 
effect and is also doing its best to eliminate waste, which may lead to 
progressively high costs. Thus the various aspects of management 
problem are all interrelated and have to be tackled at once. At least 
they could hardly be isolated by the manager. An assessment has to 
be made of the different methods of approach. On the cultivation crops 
and farms the law of diminishing returns has to be combated, while 
on the cattle farms, attention has to be devoted to the rate of feeding as 
against the return in terms of the yield from the cattle. The guiding 
principles may vary only in the details of application to the different 
•enterprises of the farm life, but the essentials of them all are the same in 
most respects. The point that needs to be re-emphasised is that the ends 
in farming are to be realised and the problem that faces the manager is 
how best to realise those ends, consistent with his resources, physical, 
15 
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fcnvircnmental, natural, human and monetry The chief end in farming as 
described above is the maximisation of farm income though the subsi 
diatv ones are the retention of land fertility and the conservation 
of land The management problem is therefore, not only one of 
Agricultural Economics but also relates itself to an understanding of 
technical aspects of agriculture in all its phases 
SUCCESS IN FARMING 

No study of farm management "would be complete unless w ~ 
enumerate various factors responsible for success in the business of 
farming A discussion of these factors is important from the point 
of view of Agricultural Economics too For the ultimate aim o f 
the study of this science is to make the practice of agriculture more 
lucrative from the economic viewpoint and also more useful from 
the national one In this section we intend studying the several 
forces, which contribute to the success of farming enterprises of 
diverse character The forces are of a multiple natute and no pre 
cise formula could be advanced to ensure success in the spheie of 
farming except that conscientious and wi«e farm management should 
go fat to the achievement of that goal Success in farming enterprises 
depends on the efficiency of the farmer and the capacity of the 
land and that of the manager Bv the capacity of land is meant the 
fertility of land and its suitability for the enterprise selected On the 
other hand scientific management would also go far to ensure success 
in management of the farm This would include a survey of lands and 
soils and a good system of book keeping and accounting and the com 
pilation of land and farm records regarding output and the crop 
production and cattle vield And lastly the personal factor also counts 
for much for without active co-operation from the farmer even the 
successful undertakings would simply limp Farmer must be enthused 
enough to devote himself to farm undertakings in a whole hearted 
manner The efficiency factors should be encouraged while waste ele 
ment should be eliminated quite Agricultural policy of the State, also, 
counts for much in the matter of successful farming Land tenures, 
too have their say in the matter In short several factors and forces 
act and interact in successful farming Farming involve* d monetary 
not only technical and economic, but also of a financial ancal culattons, 
nature The long term and the short term planning has to be initiated 
by the farmer and a good balance struck between the two \X c have 
time and again stressed this fact The genetal agricultural policy of the 
Individual farmer must fit m with the general agricultural policy 
pursued by tne state, for m the case of a conflict between the 
two, the individual farmer would stand to lose considerablj , while 
with a corr-spondencc of the two, the individual peasant would 
gain The input output ratios, on which so much emphasis 
was laid m the discussion of typical farming versus specialised farming 
must also be kept m view by the ambitious farmer And above afl. 
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the enterprise must be evenly balanced in order to achieve some measure 
of success, for in case he is always experimenting and making alterations 
in his original plans, he would meet with success only by a 
miracle. AH these considerations must be kept in view by an 
efficient manager. 

Measures of Success. Several measures of success obtain and from 
several points of view; that is why we have elected to give a brief survey 
of the measures of success before we attempt to define “success in 
farming.” The first measure is that of gross income of the farm, by 
which is implied cash income derived from the sale of the farm products, 
making for charges on inventories. To be mathematically exact, 
the value of farm products used at home must also be accounted for : 
it is debited to costs and credited to receipts. This figure may often 
be divided by the number of hands on the farm to find out what is the 
per capita gross income, which may again be used for comparison 
among various farms. The second measure is the net farm income, 
or the difference between the money income and the money outgo of 
the farm business. The amount left with the farmer for subsistence, 
investment, expansion and saving is the net farm income. But this 
may not provide a common basis for comparison, although, theoreti- 
cally speaking, this is a better index of the efficiency of the farmer- 
manager than any other measure. The third measure is the net 
business (farm) gains; this is the net income which is adjusted to the 
increase and decrease of stock and depreciation of the same : it is the 
net gain to the farmer (and his family) from the farm business. This 
measure informs the farm manager how much progress the business 
has made within a certain time-span, say a year. This is the commonly 
used measure of success in farming enterprises, for it relates itself 
to the dynamic aspects of this business. The fourth measure is the 
labour income, which should be more precisely described as the labour 
and management income of the farm operator. From the net farm 
income we allow firstly for the variations of sizes of various 
. farms and the secondly for the imputed value of the labour used 
. especially of the members of the family. What is then left is the 
. net income to the farmer-operator for his labour and management. 

. To arrive at an exact figure, we must deduct the rent (assessed at 
. the usual rate) of the dwelling of the farmer from his income, 

, computed in the above manner, and the interest charge on the in- 
vestments that he makes. This is not a very practicable measure, 
though a correct computation. Difficulties arise in the computation 
[ of wages of unpaid members of the family; even though their grading 
may be done on a rational basis still they are not as fully occupied 
1 as hired labourers. The fifth measure is the rate of return on in- 
’ vestment, which is the net income less an allowance for family labour 
' and operator’s labour, divided by the total value of total invest- 
' ment. It informs us about the earnings of management per unit of 
money of capital investment; this can be a realistic measure and also 
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quite comparable to other investments and enterprises The sixth 
measure is the farm family income, which is a measure adopted on 
family farms The last measure is the distribution of income measure 
which gives us an insight into the earnings of various agents of produc 
tion employed on the farming business, separately 

factors of Success Several are the factors which go to make for 
success in the business of farming The common characteristics which 
are taken into consideration are the following size of the farm 
business, its balance, the diversification aspect, crop yields, returns on 
investment, and other efficiency factors Taking these factors one 
by one, first of all we take into consideration the size of the farms 
It is not nccessarv that with larger size the farm income rises 
but the manager's effort is to arrive at the optimum size, which is the 
size best suited and the most remunerative for a certain type of farm 
ing, and able to absorb various factors of production and employ 
them efficiently Farmer manager can find out the optimum by varvmg 
the size, if possible, and finding out variations of income accord 
inglv, but the choice in this matter is rather limited, for he cannot very 
easily vary the size of farming unit as the businessman could, the size of 
the business unit Regarding the second iactor, we have to point out that 
balancing of the enterprise is an important and essential determinant 
of success m farming enterprises In the above survey it was 
found that unless the enterprise was balanced, even from the purely 
managerial and organisational points of view its success and its pros 
pects were meagre Combination of various systems of farming may 
be necessitated with a view to balancing enterprises But the long ran 
and the short term effects of balancing on productivity of the farm ate 
to be foreseen Balancing, in this context, means the balancing 
of productive efforts in various directions and of the various 
investments m these directions, here the principle of substitution or 
equi marginal productivity needs to be applied, though with caution 
The diversification aspect also needs to be considered, we have 
already noticed in our survey of the management problems and 
their applicat on, how the diversified farms are more balarced and 
more stable in revenue and organisational aspects The indices 
of croc and cattle yields are also an indication of the success or failure 
of farming enterprises, if the yield comparisons are made on the 
acreage and the yearly basis The farmer could not very efficiently 
influence the annual and varying yields, for that depends on certain 
natural factors which a-e usuallv out of his control, hut the success of the 
enterprise lies in his ability to control and conquer these very factors 
The return on total investment is another factor of success, if 
return is high success is greater. Other efficiency factors are also 
to be taken stock of, m this context we need to make a distinction 
between the two terms, often used interchangeably, efficiency and 
capacity, before we could bring out the impact of these and 
other factors on the success in the farming enterprises One thing 



PRINCIPLES OF AGRICULTURAL ECONOMICS 


.229 

that may be noticed here is that we' have taken the operating ratios: 
they are the efficiency co-efficients. 

Efficiency and Capacity. As pointed out above, these terms are 
often used interchangeably. But the fact remains that they refer to 
different implications. Capacity is the power to receive and absorb, while 
efficiency is the ratio between input and output. Productivitv is 
' the resultant of both efficiency and capacity. This means that capacity 
relates to input, while efficiency to output, and productivity to total 
produce. Variations in capacity exist both in the land and the humans; 
some lands have greater capacity in regard to receiving powers of the 
' investments made in them; similarly cattle also differ in their capacity 
as to the amount of feed which they can absoib with a view to giving 
the best and optimum results in respect of milk and other cattle products. 
The human beings differ in capacity in regard to the amount of land, 
labour and capital they are able to operate and manage efficiently. 

• Capacity or the power to absorb is not related to the usefulness 
of a certain factor, unless we take this factor in conjunction with its 
efficiency and productivity. Efficiency is the output of a factor of 
production. This may also differ from factor to factor, and is the opti- 
mum in a certain set of combinations or in the most favourable combi- 
nation and association. Productivity is the resultant of the twin 
'factors of capacity and efficiency. In analysing productivity, we have 
to find out total output of the factors of production. The basis of the 
efficiency of management is to be measured by the efficiency and pro- 
ductivity of the enterprise that management undertakes. A better 
capacity of management to manage is the index of the efficiency of the 
enterprise measured by its productivity. In management studies, 
efficiency factors are used in terms of crop acres per man, per horse or 
per unit of equipment. But the usefulness of these measures must 
'be restricted to crops with identically the same crops or the same enter- 
prises. The crop acre co-efficients are a less correct index of success in 
mixed farms and diversified farming enterprises. These coefficients are 
not useful guides unless so refined and corrected as to take into account 
differences in the intensity of the application of factors, that means their 
•capacity and efficiency. Other coefficients that are often taken into 
account, are work and output units, calculated per capita. These two 
coefficients are easy to compute and have the advantage of making 
an allowance for differing labour needs of different crops and cattle 
enterprises. But there is the danger of misapplication, too, for an undue 
increase in work units might mean crossing the optimum limit and 
reducing the farm income. Calculations might also be made on the 
basis of machinery and equipment used • or on the basis of invest- 
ment made in the farm business,'- but no such universal coefficients are 
'in use as may be applicable in all cases. Caution must 
attend the use of coefficients; they are only the standard and index 
of good performance, and- need to be adapted to the particular circums- 
.tances of each farm. 
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Scientific Management in Agriculture Scientific management, as 
commonly understood in industry, is practised with five fold aim , 
the reduction of wasteful motions and the saving of time lost thereby, 
the economy of human energy and reducing fatigue, designing and 
adapting machines, tools and other equipment to fit operation exactly, 
designing the workplace to enable the worker to operate with the lean 
strain, and standardising materials and supplies to fit the machine 
and the operation This means that scientific management is mostly 
aimed at what may be more aptly termed as * work simplification 
But the scope of this type of scientific management and work simpli 
fication is much limited in the sphere of agriculture, for the simple 
reason that agricultural operauons are of a special nature and differ 
from the industrial ones on se\eral accounts and m many respects 
Agriculture has relatively fewer repetitive tasks, except on the highly 
specialised farms, m agriculture a good deal of adaptability is called for 
This makes the application of the above practice difficult There is 
a wide range of jobs awaiting operators on farms , and these odd jobs 
require attention all the year round Again, agriculture has relatively 
fewer operations that may be very conveniently split up into smaller 
tasks, as could permit of “division of labour”, work requires to be done 
in completion and not in parts Most farm operauons are such that 
the machine, if employed, has to be hauled to the place of work, the tasks 
could not be brought to the fixed machines as happens in industries 
Constant use of machines is not possible, machines are used 
only for small periods, not continuously Most agricultural tasks 
are performed with large assortment of goods and tools and implements 
and not by one single machine The amount of power required for 
farm operations is much smaller as compared with amount expended m 
industries Also, the farm worl does neither require a high speed nor 
a high degree of precision that expensive and precise machines may be 
installed And, above all, farming is a small scale enterprise and can 
hardlv afford the installation of costly mechanical things and appratuses 
Still work simplification has been introduced in select agricultural 
operations which have been mechanised, such as picking, milking 
some field operations, and a few heavy jobs The management is 
concerned with the operational side of the agricultural enterprises 
it must improve the v ork routine and bring good and more accessible 
portions to supplies and equipment The other side of good farm 
management is about planning of agricultural operations, so that no 
time is lost by workers m moving from one job to another Work 
simplification may also call for more supervision, and in fact be a substi 
tute management for labour In economic terms, the cost of extra 
supervision must not be higher than the saving in the wages paid to 
labour supervised, added to it is the fact that under too tight and close 
a supervision, the labourer may not remain responsible 

Planning the Farm Having surveyed the field of farm management 
it is now proper that we understand the essential considerations involved 
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in planning the farm. Farm planning has two closely related aspects: 
that of organisational problems and the other, lay-out of the fields and the 
•farms. Both aspects are inseparably interlinked. The first was given 
a lot of attention in this chapter, and now we enunciate the main 
.principles which may be followed in securing the best lay-out and 
planning of the farms. This type of planning may be called for by any 
one of the circumstances : soil depreciation from overcultivation or 
erosion (planning is with a view to soil conservation), the adoption of 
heavy machinery, shifts in demand of the farm products, and the intro- 
duction of new technique and most recent inventions in the sphere of 
farming, and out-of-date and bad planning and lay-out of farms. Jn 
actual practice, the planning of farms is not so rapid, nor responsive 
to changes in the outside factors, as may be theoretically imagined for 
farmers are a conservative lot who follow the traditional groves of farm 
routine, and are slow at adopting the newer techniques necessitating 
this planning, or adapting themselves to the changing world. Even 
conscientious and advanced farmers would like to be sure that the 
change is going to be beneficial, for they do not want to disturb the 
modes they have been following so far. True, that the younger genera- 
tion of the farming communities are more willing to make changes 
than the older conservative farmers. Planning may also be 
combined with effecting improvements in land, such as draining, or 
fencing; indeed planning may as well be occasioned by the same. 
■Cropping systems are changed, and the effort is to change them 
without much alteration in livestock systems. New investments would 
tend to be made in view of calculations of the budgetary plans of the 
individual farmers. New construction, too, would be taken up only 
when the justifiable need for the same has been well established to the 
manager. Farm planning would also take account of very elementary 
•and simple, factors as the size and shape of fields. The shape 
of the farm and the location of the farmstead are significant from 
the viewpoint of time spent in getting to the farms, and the hauling 
■distances. The ideal shape for the farm is regarded as the square one 
for the ease of the measurements to be taken and the records to 
be kept. Other considerations relate to the intensity of culti- 
vation and the fertilizer and manure needs of different farms in respect 
of the crops they can grow. Any planning that would necessitate a 
major reorganisation before an expansion in output could be achieved, 
would not be undertaken for the simple reason that it may prove to be 
■costly but not enduring. The farmer would figure out the expenses 
and receipts under various forms of alternative reorganisations, in order 
to decide wisely on the one most suited to his need. Land planning 
should be preceded by a soil survey, reporting on the needs- 
of various schemes, and land classification to inform on the type of 
planning. 

Records , Surveys -and Accounts. Having grasped the essentials of 
farm planning;- we shall now refer to records and surveys and accounts' 
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•which wise managers should do well to maintain Taking Survey? 
first, we find them very useful to the manager and the farmer in arriving 
at certain conclusions and making correct decisions, which may be 
of an enduing nature These surveys have become highly standar- 
dised and certain methods have been devised of undertaking them 
A survey is a collection of the data on any farming subject Vi ith this 
definition in our mind, we set out to underline the more important 
methods of farm survejs The route method is used in computing 
the unit costs of production A surveyor is sent to a certain route and 
asked to collect data, and this method is considered as a general 
one to be preferred when accuracy of detail is needed The 
CASE method is designed to arrive at a full understanding 
of the special problems of a farm under analysis Fullest possible de 
tails are explored and then the picture painted in true colours, this is a 
method of detailed analysis And then are sample surveys the method 
of Sampling the farms, according to the changes that take 'place, and 
studying them m detail It mav be pointed out that no single method 
is good absolutely, but only so in its aDphcation, and provided we 
know what data are worth collecting and how analysed to obtain 
significant and useful results Talking next of Records , we find that 
These may be kept of several aspects of enterprises We refer to- 
operating records, ns financial records come within the province 
ot “accounts,” which we discuss next Operating records cover a 
wide range of detail, depending on the efficiency of manager as also his 
capacity to maintain them They include records of the farms and 
fields under cultivation (which are kept in the form of maps with sites, 
boundaries and acreages of the fields), the livestock records (which may 
give details regarding the growth and development of each head of 
cattle and its yield records plus the maintenance requirements of the 
Same), the pasture records (which report on pasture feed production and 
productivity in general), labour records (which inform on capacity, 
efficiency and productivity of labour force these can be dispensed with 
bv the family farmer) and other specialised records, (which ma) be 
necessary to have information on the special topics and special enter 
pnses) and miscellaneous records Regarding accounts, wc maj point 
out that these are inclusive of financial records, which give an account 
of farm and family transactions the contracts entered and the financial 
implications of the same The cash receipt and the expenditure account 
also provide a basts for the successful planning and management of the 
farm Inventory statements provide a doc to the stock in hand on the 
farm, while operating financial accounts give a balance sheet of the assets 
and liabilities on the farm Account books may be helpful in maintaining 
accurate financial records and preparing correct accounts 

SUMMARY 

The ground covered m this chapter is wide indeed Starting 
from a definition of the management function, we switched on to 
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an understanding of the problems and questions "which may con- 
front a farm manager. We discovered that varied are the aspects- 
of farm management, and of several facets the problem. Integration 
and prospectiveness are the twin considerations that characterise the 
business of the farm manager. Next were studied, at some length the 
ends of farming, though the major end in all farm enterprises is the. 
maximisation of the farm income. There are several subsidiary ends, that 
we noted in this respect. Human objectives, among others, were found 
to be the most important, while also to be reconciled were conflicting 
claims of the group and the society. Management of farms was handled 
next; we studied in the first section, various types of organisations 
from the point of view of several combinations ; and in the second , 
the problem from the specialisation viewpoint. A detailed survey was 
undertaken and some very significant principles brought to light- 
The principle of relative advantage, easily the most important, was 
applied to farm management. Next were examined • various factors 
making for success in the business of farming; this subject was introduced 
with a view to discovering objective measures for attaining success in 
the farm enterprises. While discussing this topic, we had occasion to 
distinguish between capacity, efficiency and productivity, in their bearing on 
successful farming. Various other factors, such as planning, keeping 
of records and accounting, etc., were not lost sight of. This summary 
is not exhaustive, for the simple reason that the main points could hardly 
be isolated from the thread of the argument; still it is an enumeration of 
various issues tackled in this chapter. It may, however, be pointed 
out that the subject has a bearing on other issues raised elsewhere,, 
because farm management covers a large ground with some of its con- 
clusions useful for agricultural economics. 

CONCLUSIONS 

Some outstanding conclusions flow out of this analysis. In 
the first place, it must be conceded that the subject has close associa- 
tion with the body of agricultural economics, and may be studied not 
in isolation, but in conjunction with it. The principles of pure economics 
not to speak of agricultural economics, are time and again, applied to 
management of the farm. And it must also be admitted that a study of 
agricultural economics would remain incomplete without a formal 
acquaintance with the broad problems and issues of farm management. 
The next point that we establish, is that the variations of farming systems 
notwithstanding, there are general and universal principles that find 
application in the sphere of farm management; in this connection, the 
most important principle is that of relative advantage, applicable to 
all the various agricultural enterprises. Combination of enterprises is 
still another matter ensuring stability of income for the farm and dura- 
bility of the enterprise,' .though that-requires a more than usual aware- 
ness of the principles and practices' of farm management than the 
average farmer does exhibit. That the integration of management- 
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functions is desirable is another conclusion, in fact management of 
the farm is increasingly becoming a specialised task It was also 
noted that manager has to look ahead and cannot afford to have a 
•narrow range Although all the ends of farming may not be real sed 
bv him, the more important ones (and this is decided by ctt 
•cumstances peculiar to a farm and its manager) must be immediately 
reached, while others may be left out or postponed, but this is not so 
simple as it looks, for most ends are integrated and inseparable A 
judicious selection has to be made by -a wise manager There is the 
Jime factor, which assumes great importance, m the agricultural sphere 
we discussed its relevance from vanovs angles, still, it must be 
emphasised that this is one of the basic considerations m all types of farm 
management One word more These principles must be applied with 
caution, for it is almost impossible to find identically parallel cases, 
espcc ally in the field of farming, these conclusions have first to be 
medified and then practised, at least m a majority of cases 

Critique of Farm Management To sum up, farm management 
rs a distinct subject, though within the purview of farm economics 
The analysis undertaken in this chapter is in terms of ithe farm 
as i whole What we are concerned with is its economic aspect which 
relates to the economics of the farm as such, but here again we must 
be very clear in our mind for a farm is not a little different from a firm 
or a business unit We have pointed out that the firm maj undergo 
changes more frequently both in its structure and set up, and thus pre 
sents different problems of organisation and management, while a farm 
remains mere or less the same or is slow to change The one test of 
change (for sometimes changes may have been impreceptibly effected) 
is its impact on the net income of the farm, the most important end 
in farming Above modes of analysis may be varied, but what must 
be borne in mind is that farm management analysis must be consistent 
in itself, and with economic analysis And lastly, farm management, 
-as such, has little value or utility, it must be studied within the wider 
perspectn es of Economics, Agricultural Economics, and above all 
directed towards the welfare of the rural communities 
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THE LOCATION OF AGRICULTURE 

In Industry and Agriculture — Location and Localisation ; Technb ue and 
Defence: Dispersal and Decentralisation: Balanced Location: Theory of 
Location — Classical Explanation : Andraes Predohl and Adam Smith; Von Thenen’s 
The Principle of Comparative Advantage: Ihe Modern Theory; Locational 
Planning : Application to Agriculture. Determinants of Agricultural Location — 
Rela.ive and Comparative Advantages : Economic Profile : Geographical 
Pattern : Inter-Regional Competition : The Inference. Selecting a Farm — Real 
Estate and the Market: Regional Considerations: Natural Factors: Social 
impact : Prices and Rents. Valuation of Farm Property — The Purpose : 
Evaluating Farms : The Pricing System : Appraisal and Assessment : Special 
■Classes : Observations. Summary and Conclusions. 

The survey of Farm Management has been extensive and instruc- 
tive. The implied assumption, was that the farm is well situated ; we 
proceed to discuss the economics of situation, which, to say the least, 
determines the complexion of the enterprises, especially so in the sphere 
of agriculture, itself the resultant of natural and geographical factors. 
But this need not be taken to be the rule; for sometimes the prevailing 
pattern of farming may not accord with the economics of situation, as 
the economic factors may have registered a change, without the farmers 
Raving adapted their systems accordingly. Evidently, he who fits his 
farming pattern to his environments could make larger profits than 
the one who is “out of place.” It is the purpose of this chapter 
to outline the factors responsible for the location of agriculture, so as 
to equip the student and the peasant to be able to judge if the farming 
pattern is suited to the environment he is working in. What particular 
lines of production have an advantage over others in the particular 
■circumstances in a given region and on a certain farm isthe substance of 
■this chapter. Agriculture is more susceptible to changes of environs, 
natural and geographical, than other undertaking as it is dominated over 
iby factors of geographical and natural import in view of the special 
circumstances attendant upon this pursuit; we have to be rather parti- 
cular and precise about its location. Still another point is that the 
■locale has an impact on the economy, as an agricultural location that fits 
in with landscape and environments, is less prone to fall a prey to the 
lav/ of diminishing returns than the one which does not. This in itself 
ds an important consideration, for the extra effort, which may have to 
be put in to nullify the operation of this law, could be diverted to 
the betterment of the rural community. 

IN INDUSTRY AND AGRICULTURE 

Before underlining the theories about the location of agriculture, 
we must distinguish between industry and agriculture, for the generally 
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accepted theories of locution refer to the location of industry and not 
to agriculture For industry location tray not be of much import in s icw 
of the fact that Man controls it it is possible to mould the interna! 
organisation of us structure to the changing business But in the sphere 
of agriculture, the control that Man exercises os er natural (and unaher 
able) factors is\er) limited and rather ineffective Hence, in the field of 
agriculture, (which is mainh an outdoor job) natural hazards count for 
much An industry is run within the four walls of a factory, and there 
fore, less subject to the freaks of nature and atmospheric variations this 
is not so in the realm ot agriculture Industrial advancement has proceed* 
ed so rationally as to neutralise the environmental and natural bottle 
necks, but the technique m agriculture is comparatively less advanced and 
the same type of control hardly possible Another point, that needs to be 
stressed in this context, is the fact of industrial and factor) organisation 
being far more elastic than the agricultural one agricultural structure 
i« unresponsn e to change and does not real!) adapt itself to the changing 
economic pattern The conditions of supply m the sphere of industry 
are clastic, while those in the agricultural sector, rigid and inelastic 
Thus it is that agricultural location, once fixed, has far teaching conse 
cjuences of a permanent nature While industrial location maj not be 
so pertinent to the general economic point of view, agricultural lcation 
is rather significant for the national economy Agriculture occupies 
a mote expansive land area that does industry, in the case of w rong 
location and situation of farms, so much land is wasted, thts is 
national loss In industry, a misguided locale is not of such consequence 
Another point is that agriculture provides raw materials to industries, 
hence a wrong and incorrect location of agricultural enterprises would 
hate repercussions on industrial prices, which are, therefore, likely to 
be raised, to the detriment of the national economy Again, u is 
from agriculture that man gets his food, in the light of this fact, if any 
misfitting factors enter these pursuits, they might precipitate a shortage 
of food and bring about a steep rise in food prices The theor) of 
industrial location, would also be viewed in its application to farm 
avocations, but with certain modifications, for m agriculture, (which is 
not a little different from industry) natural hazards are often in\ incible, 
if to these is also added the one of bad location A greater amount 
of caution is needed in the selection of location for a farm, especially in 
the light of the above factors and in view of the fact that the agncul 
tural produce is of a very perishable character and stands in need of 
speedy marketing, while rural means of transport are usually tardj 

Location and Localisation Before grasping the essentials of 
agricultural location, we should distinguish betw een location and loculi 
ration While the former refers to the fact of geographical situation, 
the latter docs only to the concentration of industry at one place 
By localisation is meant the grouping of industries, or their clustering 
at one place Localisation is born out of certain causes the industries 
want to reap external economics Economies of localisation arise 
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OUt of this clustering; these, in turn, arise out of better transport faci- 
lities and commercial amenities, -which crop up because of this 
grouping. Localisation is, therefore, of importance in the realm of 
industry, and has been the rule for quite some time. It is only recently 
that the trend has been reversed and dispersal practised. There is' 
localisation of agriculture in this particular sense, for the farms could 
not be clustered in this manner: they occupy a larger area and an expan- - 
•sive vastness of land. Hence localisation may not be a very pertinent 
issue in the agricultural sector. No doubt, localisation of farms could 
be talked in an extended sense of the term, but that would not be very 
relevant to the analysis in hand. Situational advantages could hardly be 
reaped by all farms in the same manner, as in industries, situated in one 
group at one place. The reason is that the .situation of each field and 
farm is different from the other. Localisation and location would, in the 
special case of agriculture, not be materially different: at least that is so 
from the strictly agricultural point of view. This is not to deny that 
external economies do not accrue in a region where agricultural 
enterprises cluster, (When we talk of location of agriculture 
in this context, we talk of farms in a certain region and 
locale). And dispersed hamlets and farms and the vast and 
large fields could be described as having the same location; they 
could not be said to have been localised or grouped at one place. 
The point is that localisation of industry is of less importance than the 
location of agricultural production. Still another point, emphasizing 
the same fact, is that the recent trend, towards dispersal and decen- 
tralisation, has very much minimised the significance of localisation in 
theoretical analysis. 

Technique and Defence. The two most important considerations, 
that determine the location of modern industry are technique and defence. 
In fact, the latter is a paramount consideration that might shape the 
economy of a country; it has been recognised as of utmost concern 
to the national economy. This fact has been stated because of its 
superior importance to both agriculture and industry. But the relative 
importance of the two is different. To agriculture is more important 
defence rather than technique. Agriculture responds more to 
strategic needs than to the changing pattern in technique. Not that 
agriculture is immune from the technical impact; only the response 
is very slow. The defence needs of a country, however, may influence 
agriculturists to change their methods and output accordingly ; this 
is what was witnessed during the last war, when even the highly indus- 
trialised countries revived their agriculture in response to defence 
needs. Technical advances have a slower impact on the reorganisation 
of an agrarian system because of the factors noticed above, where we 
appreciated the limitations of the system of “scientific management” 
In its application to agriculture. In the sphere of industry, however, 
the impact of technique is more effective and rapid : technical advance- 
ments are adapted to industry much earlier than they are to agriculture.' 
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On the ■whole, indu<try is more flexible than the agricultural set up. 
The point, that we need recognise, is that the agricultural structure is 
more respons v e to the needs of defence, than to a changing technique 
This point is significant m that defence has a special impact on agncul 
ture. from the angle of location, at least more than technique 

Dispersal and Decentralisation The trends now visible are dis 
persal and decentralisation of industry In actual practice, the second 
tendency precedes the first It was realised that the deeentrah 
action or delocalisation of industry made it vulnerable to regional depres 
sions, which paralysed its whole fabric in these effected areas Again, 
from the angles of employment, it was discovered that employment 
opportunities could be multiplied with greater delocalisation of industry 
Here we ought to distinguish between these two terms, often used 
interchangeably Delocalisation refers to the de grouping of industries, 
or to the reversal of the trend towards localisation or clustering of 
industry from the purely theoretical point of view, decentrahsa 
tion means the dispersal of control over industry, which Was vested 
in a few entrepreneurs and capitalists It was felt that the concentra 
tion of control in few individuals tended to bring about increased 
exploitation of masses and consumers hence was initiated legislation 
for the decentralisation of industry There has been centralisation 
of ownership in the sphere of agriculture, this has graver implications 
than the centralisation of industry In industry, ownership could not 
be exclusive, for it was open to others to start industries and run hem 
on competitive lines by means of joint stock (at least, this was a possi 
bility, theoretically speaking) for there could be no end to fresh enter 
prises m the industrial field But in agriculture, the situation is different, 
land, whtch is in one’s possession, means so much land that others 
would not get, for it is fixed m to*al quantm In the light of this 
fact, the centralisation of control and ownership means greater exploi 
tation and injustice than implied m industry That is whv detailed 
legislation is usually enacted to abolish landlordism and Zamtndan 
to split up bigger estates Talking of dispersal, we should concede 
that this is the trend opposed to localisation By it is meant a 
scattered rather that concentrated location When an industry gets 
dispersed , it means that it is located at several places The economy 
is benefited in point of employ ment and better utilisation of different 
resources located in several parts of the country Dispersal and decen 
tiahsation are also trends visibly operative in agricultural economy 
In nearly all economies, agriculture is now being decentralised, as noted 
above, in order that advantages be gained thereby And agriculture 
js being dispersed to make the fullest use of dispersed natural resources, 
and to utilise various soils, climates and other kindred natural factors 
to the fullest Incidentally , this results in more even and balanced 
location of agricultural enterprises 

Balanced hocation The one aim of agricultural policy of an enlight 
ened state should be to achieve balanced location as far as possible 
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By balanced location is meant locating the enterprise as -would balance 
the economy and benefit it. Industries and agriculture are'.both 
benefited by such a policy; employment may be on the increase,, 
securing a better exploitation of resources, natural, physical and hu man - 
The goal of locational policy, therefore, is better and balanced location- 
This would avoid the clustering of industries : their dispersal would be 
brought about. With the advent of electricity, this is now possible’ 
both in agriculture and industry, for power can now be transported over- 
long distances without any substantial increase in costs. Balanced loca- 
tion, in soothe, would also dispense with the creation of special areas- 
where several industries need to be grouped. All this is easier to secure 
in the industrial sector, the location of plants is not so fixed and rigid 
as in farming for while in factories, machinery can be transplanted tO' 
another region (which may be more favourable from the point of view 
of location and the economy in general), agricultural farms could 
not be transported to another region; this is difficult to imagine. Hence, 
shifts in the matter of agricultural location are hardly possible, simply 
because the shifting of climatic and atmospheric conditions would 
be quite impossible; these conditions would remain so till agricultural 
technique advances to the extent of creating artificial conditions. Hence 
balanced location is rather difficult to achieve in the agrarian sector, 
(in the idealistically perfect sense); it may be easier to do so in the indus- 
trial sector. But in the matter of new agricultural lands, freshly brought 
under the plough, there could be more balance in location. In the case- 
of the older and the established farms, pressure could be brought 
to bear on the manager-farmer to so renovate his farming operations- 
as could accord with natural and physical environment that would be 
; another aspect of balanced location. This is all that could be done. 

; THEORY OF LOCATION 

The analysis, which follows, is based on the theory of 
’ industrial location. Observations were made about industry and 
", generalisations made accordingly. Hence the bias in the theories of 
: location is naturally industrial, especially when these have been evolved 
: in the context of this theoretical apparatus. The most important ex- 
; ponent of a deductive theory of location is Alfred Weber, and his is 
: regarded as a plausible explanation of the location of industry. 

' This theory is detailed here and a critical assessment of the same is 

- underlined below. Then we study the theory of comparative advantage, 

- with its application to agriculture. And after this discussion, we give 
a succinct account of the modern theory of location (of industry) in 

--the light of the agricultural conditions. This analysis is followed up- 
■iby taking stock of the main considerations which determine the loca- 
.itional planning of industries in respect of various economies and diffe- , 
Jrent economic structures. And this section is rounded off with a cri r 
tique of the theories of location in their application to agriculture. Xt> 
wmay, however, be pointed out that this account of the various theories, 
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of location would avoid, and quite consciously, too, such details as cut 
be irrelevant to the present discussion, t e the farm conditions ani 
allied specialities We need not go into the minutes* details, unless 
-the same assume an indispensable place in the argument and prove 
.essential to the development of the same In short, our account of 
•the theory of location would be biased and prejudiced in favour 
•of agriculture Location is quite a composite matter and the resultant 
of several factors, not identically applicable to agriculture and industry, 
that alone necessitates a restatement of the theory of location, in 
discussions of agricultural economics 

Classical Explanation Foremost among the older thinkers is 
Alfred Weber, whose theory of location still commands some respect 
as a pioneer explanation of locational economics His approach to the 
problem was in term of the variations of costs caused by regional dif 
ferences The two sets of costs that strike Weber as important an 
■labour costs and transport costs , these influence the location of indus 
try An industry is located where transport costs are at the minimum 
for that gives it an advantage over others in respect of raw material! 
used in that industry This in turn depends on the nature of the m 
-materials used in industry and the character of transformation, manu 
factoring or production processes Transport costs have not to be inter 
ipreted in terms of weight alone, but also distance covered In his view, 
•every industry has a locational figure of least transport costs consisting oi 
raw materials, supply centres and the consumption points fh< 
place at which industry tends to be established is one which has 
advantages in respect of raw materials used in industry and the tram 
formation process , 1 e tne process of their manufacture Raw materials 
have been divided for this purpose, by Weber, into two categories 
the localised materials (that are confined to particular region) and ubtqta 
tits or those materials which ate found everywhere It is only the 
localised materials that have an influence on the location of industry 
for these mav not be available everywhere and at nearly the same cost 
Further, location depends on the transformation process or tbe 
manner m which they behave in the process of manufacture 
Some raw materials may lose their weight in the manufactunng 
iprocess, while others may not undergo a similar change, they may 
retain their weight at the same level The former would bate 
their production located near the source of ran materials, « 
that would be more economical, other things being equal, while in 
the case of the latter it would not matter much, as other cottsi 
derations would be weightier On the basis of all these factors, the 
level of minimum transport costs would determine location of industry 
Deviations from such a central site may occur either on the bass 
of economy in labour costs or on the basis of advantages of 
localisation of industry, 1 e external economies The low costs of 
labour (especially in the labour intensive industries) have a very cogent 
influence on location, and it outweighs all other advantages % 
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however, the migration costs of labour are rather low, the centre 
of industrial location chosen on the basis of transport costs will be 
retained and labour shifts to more advantageous centres. Such devia- 
tions depend on the importance of labour costs or the additions to value 
made by the manufacturing process. It would appear that the main 
determinant of location is the technique of production. This theorv 
has been criticised on various grounds. Firstly it is pointed out that 
calculating transport costs in terms of weight and distance alone is not 
realistic : transport costs are not in terms of ton-miles, they also vary 
according to the nature of the product and the mode of transportation 
employed. Labour centres, too, are not fixed; new labour centres may 
spring up and only limited supplies of labour envisaged at any time 
or a centre. Assumptions with regard to fixed points of consumption 
are not valid, at least not in a competitive economy. And, the for- 
mulation of the theory in terms of technical co-eflicients, instead of costs 
and prices, makes the treatment selective, and therefore, this analysis, 
of limited application. In the present context, it holds good only 
so far as technical factors are parallel in their relationship to eco- 
nomic factors. Nor is it applicable to agriculture as it unfolds the 
causes responsible only for industrial location, not agricultural. And 
then transportation costs, though relevant to agricultural raw materials, 
■do not have any relation to the costs of agricultural factors of pro- 
duction. Land, the most important factor of production in agriculture, 
has no transport costs. Also, with reference to labour costs, nothing 
could be categorically stated in the matter of agricultural labour supplies. 
Weber’s theory, which is not completely applicable even to the indus- 
trial sector, is totally inapplicable to the location of agricultural produc- 
tion. We must, therefore, look for an explanation, elsewhere. 

A’idraes Predobl and Adam Smith. According to the former, location 
is a variation of the law of substitution. Every change in the location 
of industry involves a change in the combination of the factors of pro- 
duction. This theory offers an explanation for shifts in industrial 
location, and also accounts for the location of older industries as 
between themselves. Still, the theory fails to explain the location of new 
industries. The theory is inapplicable to conditions in agriculture, 
except in a very general manner. A vague explanation of the com- 
parative benefits accruing from a certain combinadon of the means of 
production is given. Another theory of location, pronounced by Adam 
Smith, regards the distribution (geographical) of industries as one 
of the variants of the division of labour. Under the free-play of self- 
interest (on which Adam Smith’s analysis is based), it was expected that 
optimum distribution of industry, as between different stadons, 
would inevitably take place. Division of labour arises from differences 
in ability, which might be considered as equivalent to comparadve ad- 
vantages. Comparadve advantage reflects itself in the cheapening of 
production or in lower production costs. Implicitly, the theory assumes 
that the doctrine of comparative costs, explains both the pattern 
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of international trade and industrial location But it is a vague and 
general explanation ot locational economics and is incomplete tor our 
purpose Gimparative costs, as redefined by modems, may now be 
analy sed Suffice to note here that Adam Smith’s explanation is rather 
static and unable to account for modern industrial location AH 
advantages need not be natural (as the theory assumes them t. 
be) : thev mu also be actjvred Acquired advantages exert a stronger 
pull on industrial location and keep the industry tied to a place where 
natural advantages may no longer be operative. This explains \vh« 
is known as ‘industrial inertia ’ In agriculture, too, the theory offers 
only a partial explanation, for agricultural location is determined mainl, 
by facts not enumerated above Without anticipating arguments 
below , it may be said that agriculture suffers from “industrial inertia ’ 
Agricultural location mav be inliucnccd hy comparative advantages 
for climate and custom arc potent forces in the rural sector Another 
factor, distinctly operative in agriculture, is the relat ve immobihtv of 
labour, for the peasants are usually chary of mov mg from one place to 
another The classical explanation, now outmoded bv modern analy- 
tical approach, is only a partial one Adam Smith’s theory depends on 
natural selection bi the process of laisse^ Jairr t taken by him as the 
characteristic of a competitive society, but both these premises appear 
incorrect and untenable for modern agriculture Transport costs, 
labour location, natural adt a mages and comparativ e costs are all partial 
explanations w hich assume that the part cular industry could easilv 
change its locational character • this is not true ot agriculture Regard 
mg industrial location, the ssue of labour location and transport and 
comparative costs mav be relevant, but not to agricultural location 
Classical economists seem to be more concerned with natural factors 
rather than with the anah tical ones, also they attended more to the 
static rattier than dv i amic forces and factors 

Von Tbuntn's Theory In his book. The L!eil State Von Thuneit 
expounded a theory of the location of agricultural pursuits His acuk 
sis is directed more to location in respect of markets He related bulk 
and perishability to the cost of transportation of different products to ex 
plain how agriculture shapes tself in response to economic conditions 
He tool the example of a cit\ located in the midst of a fruitful plant • 
this example was selected for the sake of eliminating complicating 
factors His assumptions arc firstly^ the plain has uniform soil and ch 
matic conditions, and secondly , that all transport is by means of wagons 
plying on a road of uniform qualify No nav igible riv cr or cant! rent 
through this plain His third assumption is that the uncultiv ated w aste 
separates the city and the surrounding plain from the outside world 
With these assumptions, he contends that the types of farming fend to 
be distributed m such a manner as may establish an inverse relation 
ship betweer the cost of transportation of the crop per acre and the 
distance from the city of the land on which that crop is raided 
the longer the distance, the higher the price and costlier the 
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crop. Concentric circles could be theoretically drawn round the 
city about which various crops are grown. Such products would 
tend to be located (and raised) as have bulk and weight, only 
in that vicinity. Their transport costs to the city would be only 
so high as to prevent their production in a distant region. This holds 
good of perishable products for these must be consumed while fresh. 
The theory propounded by Von Thunen recognised distance rather 
than other factors as determining agricultural location. This can 
be observed to operate when one rides out from a large city into 
the country. Vegetable and fruit gardens are situated just outside 
the city, while next are the areas intermixed with gardens and 
dairy farms while, beyond, are areas producing articles required 
for general consumption. Particular commodities are produced 
depending on the location of the city and the demand arising 
therefrom. So far so good; Von Thunen’ s theory does apply in a 
general way, but its defect is that it does not account for several 
other factors, equally responsible for determining farming types in the 
city’s vicinity. For instance, a transportation system may also influ- 
ence location. A farm may be situared away from the city but on 
the main railway line ; this would be quite a productive proposition. 
Again many different factors, of physical and biological nature, also 
influence and limit the areas available for the production of certain 
crops. These facts Von Thunen did not take into account : he 
unfortunately ignored these important considerations. 


The Principle of Comparative Advantage. Having grasped the 
essentials of the thoery put forward by Von Thunen and found it in- 
adequate to explain the location of modern agriculture, we switch on to 
explanations couched in terms of comparative advantage. Broadly 
speaking, the factors that determine advantages in respect of crops or 
livestock could be classified as physical, biological and economic. 
Dominant physical factors include climate, topography and soil. Dif- 
ferences in these set limits not only to crops grown but also to other 
forms of agricultural enterprises. Differences in climate are highly 
local, while soils differ as much as does climate from place to place. 
Local variations are more important with soils than with climate. 
Economic factors, in the locale of production, tend to determine 
a pattern different from the physical one. Prices tend to be related 
to markets, consuming centres, transportation costs, labour supply, 
skill and wages, the density and the character of the population, the 
location of industry, interest rates and availability of credit, the 
types of credit institutions. Also the economic conditions and oppor- 
tunities of individual farmers, e.g. family labour available, off-farm 
employment, peasant’s ability and willingness to borrow money as also 
his credit-worthiness are more absolute determinants than market and 
price factors. Biological factors also bear upon the locale of agriculture; 
this point need not be explained at great length, for it is evident how 
these forces influence the growth of crops in a certain region and th e 
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btccd of cattle raised there Agriculture is moulded according!) The 
resultant of all these is the shaping our of agricultural pattern in a com 
munitv l conomic and other factors operate together In diversified 
agriculture, an cquall) important factor is production, supplementary, 
complemcntan and joint None of the factors, however, influences 
location in a stable manner, for these factors arc thcmsclv cs of a d) narnic 
nature Economic factors are less stable than others though the) arc 
important determinants in a rational s)stcm of agriculture. This is 
the com para tut adrantage, the one resultant of all the above mentioned 
forces The general effect of mechanical inventions has been to 
increase comparative advantage, espcciall) m certain areas In spite of 
the economic and biological changes, (in operation for quite sometime) 
general features of the farming S) stems have remained the same, for 
modern pcasantr) is shaped b\ many generations of farm experience bv 
adapting cultivation to the general econom) Tanners believe that 
theirs is the best method of utilization of their resources This is in 
addition to comparative advantages, that is agricultural inertia 

Tiie Modern Theory This explanation is in terms of optimum allocation 
of resources This optimum allocation having been nude from the 
v leu point of the mdiv idual, is not coterminous w nh maximum economic 
welfare as some indirect costs do not matter much in individual calculi 
tions, sav excessive unhjgiemc conditions consequential to the setting 
up of a certain tndustrv, or heav icr uncmplojment resulting in the intro- 
duction of newer technical methods of production in some other Indus 
tries The cost of this unemplo>mcnt has to be set against the gams 
in the cheapness of materials produced Location is determined in a 
free and unrestricted economv according to optimum allocation in the 
individual s way of thinking It is his calculations that matter Other 
relevant considerations, e g technolog) and defence, have already hern 
adverted to above The modern thcot) breaks aw a> from the classical 
explanation, couched in terms of comparative advantages The relative 
character of these and other d>namic changes is recognised New 
technological changes have made raw materials and power resources 
verv much ubtq-Uom, hcncc, m the light of these considerations, the 
dispersal of location is now a possibilit) This is reinforced by strategic 
needs, which make dispersal necessar) Employment plans, too, make 
for dispersal of location The state can also play an effeem e role m 
correcting defects in locational planning by such policies as aim at bring 
mg about an optimum allocation, regarded as the test of a balanced 
location There should be optimum allocation of economic welfare 
between regions b) equating social marginal net product The theor), 
as such could hardl.v be s^qnlied an .us .taap .(hem .tf ,ts jUdrcutty Jin 
explanation of industrial location It is in terms of optimum allocation 
of resources, and m the light of the state policies of economic welfare, 
that locational factors and determinants do have an important bearing 
on the amount of economic « ell being attained The theorv take* stock 
of such factors, as d) narnic technique (which has rendered raw mate 
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rials and power resourcess rather ubiquitous) and the strategic require- 
ments (as make it imperative for locational dispersal to be undertaken) 
and the state policy which may correct unbalance in the sphere of location. 
And the final test is the securing of maximum welfare by equalising 
social-marginal net products : this covers all various aspects of location 
to secure equality in marginal net product from regional and social 
angles. This provides us with a clue to the place planning has in sphere 
of location. It is only after analysing locational planning could we set 
out to apply these “tools” to agriculture in particular. 

Locational Planning. After this outline of the essentials of the theory 
of location, as understood in terms of equalising the marginal social net 
product, we set out to assess the fundamentals of locational planning. 
This modern explanation points the way to locational planning by 
suggesting that this should be affected in such a manner as to equalise 
net product on the margin in the different sectors of the society from all 
viewpoints. Elucidating further, we discover that by net product is 
meant what accrues after deducting the overhead charges. It is meant 
roughly taken as net assets. What a certain plant or farm is able to 
earn in a time-span, after meeting all charges is its net product. Margi- 
nal product is the amount added to the total revenue by the marginal 
unit; gross marginal product is the total amount added to production by 
such units. Net marginal product would, therefore, be gross marginal 
product Minus all other additional costs. Now this net product is to 
be assessed from the social angle. In all the different sectors, this net 
marginal product, (which accrues to society and not merely to an indi- 
vidual) has to be equalised. This is the key to locational planning. 
(The term “sectors” refers not only to different regions, but also different 
cross-sections of the social make-up). This stresses the fact that society 
must also benefit from locational planning, as also different regions. An 
uphill task, it is difficult in view of several conflicting considerations, 
and rapid changes common to modern economy. Undergoing a change 
are also priorities in the social set-up which may make it difficult to 
achieve locational balance. In soothe, it becomes a function of the state 
to undertake locational planning and to settle priorities in this field. 
Roughly speaking, locational planning would be the ideal which benefits 
all cross sections and regions equally. And this holds true of agri- 
culture, as it does of industry. 

Application to Agriculture. The above conclusions should be applied 
to the agricultural sector rather carefully, for what holds good for the 
industrial sector, may not apply to agriculture. The above premises 
of locational planning do hold good, but only generally speaking. Still, 
it may be pointed out that the planning of agricultural location is a 
tough task, for it is not an easy job to alter (the already fixed) location 
of farms and ‘fields. And it is not possible to locate these fields and farms 
in new places, decided upon by the state in view of the above formula. 
Hence, agricultural location may not conform to the principles enunciat- 


1 4 (S TUP lOCATtO't OP AGRICULTURE 

cd abox c Undoubted!), agriculture is a part and parcel of the general 
economx, but it has characteristics of its o«n, quite distinct from those 
of the other sectors of the cconom) . Modern theory is hardly applicable 
to agriculture, as the equalisation of the social marginal net product 
mi) be difficult to achieve m this sector It is a fact, howexer, that the 
planning of industries and agriculture could be effected, so as to conform 
to this principle b) other methods Cisco the location of agriculture, 
what mat be done is that locational planning of the other sectors of 
the cconoms could proceed in such a fashion that the goal of equalising 
social marginal net product be realised bx bringing about alterations and 
changes in the locale of other economic acttxitics This means that 
other industries (using the term m an extended sense) mi) have to be 
adjusted to the location of agriculture Or the state could bring about 
changes in the sphere of agricultural location 1>\ stringent means, not 
usualh undertaken bx democratic and free state* except b) restricting 
individual freedom Hence locational planning is conspicuous bx its 
near absence in agriculture 

DETLRMtN'NTS or VGRlCLLTLll XL LOCATION 
It so appears that this question is explicable onl) in terms of certain 
determinants, and not as an isolated model ^e\ cral contributor) factors 
and forces arc acting tn concert to determine the location of agri- 
cultural enterprises And in this seen in do \xc notice those factors and 
forces andobserxe their impact in details In the first instance, atten 
tion n*c Is to be focussed on the relamc and comparatixe adxantages, 
which alone arc unahle to explain the locale of agriculture Next is taken 
into consideration the economic “prohlc * of the countn in question 
This is onlx a descnptix c concept 1 hen xx ould be examined the geogra 
phical pattern of location for natural factors are seri important determi 
nants of this txpc of locale Inter regional competition mu<t also be ana- 
!}Scd in order to see how far u goes to influence the pattern of location 
m respect of farms Towards the end of this section xxe infer about the 
more rclcxant determinants of locational economies Still, the obsero 
tion that agricultural location is not solclx determined b) economic 
factors ii not out ot place As pointed out abm e, geographical, bioloei* 
cal and natural factors act m concert And aboxc all, the institutional 
forces, too have their sax in the matter for the location of the farms u 
more a matter of habit and traditions, current tn the region (in which 
these are located) rather than mere calculations, supposed to be made 
bx the simple and non calculating farmers 

Rtbtiii and C wparatirt Adrantatss It is not the tomtaratnt adxan 
tages alone that determine the location of agricultural enterr rises, but 
rtlatict idx antages as \x ell, that settle their locale These relationships 
boil down to the statement that a gpgj tends to be produced tn those 
regions xxherc its ratio of the total adxantages as compared to other 
regions, is higher, or (putting the same thing in other words) its di'ad 
vantages arc lower, comparattxcb It is not onlt the crops and thetr 
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yields that determine in what areas to locate them but it is their yields 
■as compared to yields in other areas and the impact of other factors 
that are responsible for the location of agriculture. In the light of the 
above contentions, we may generalise that the relative and comparative 
advantages, together, determine the location of crops. This calculation 
may involve a two-way comparison, between areas and between differ- 
ent agricultural enterprises in the same area. That enterprise will tend 
to be favoured for selection in an area, as has the best comparative 
■and relative advantages, as against other enterprises, that combinatioh 
■of enterprises would be considered most remunerative, for the purposes . 
of agriculture, that has optimum relative and comparative advantages. 
And then optimum location, in respect of agricultural enterprise',, would 
be characterised by best comparative and relative advantages ; loca- 
tion is taken as granted for the purposes of this analysis. Certain crops 
are best suited to certain localities, and tend to be grown in those 
regions. Same could be said about the location of enterprises. We shall 
have to bear various factors in mind, when deciding upon the location of 
agricultural production : we must assure that soil and other natural 
•conditions fit in with the type of enterprise drat we take up. Secondly, 
we observe that the next determining factor is the relative advantage that 
an enterprise possesses over another one in that region, before we coald 
be sure of its suitability there. Again, we must also find out that the 
proposed combination of production fits in with the entire economic 
structure of the country. This is the application of this twin principle. 
Relative advantages are with respect to relative merits and demerits of 
different crops or enterprises with regard to their suitability of location; 
while comparative advantages arc with respect to the comparative and 
competitive areas available for cultivation. It is the resultant of these 
twin forces that provide a clue to the locale of these enterprises. This 
is how to decide upon the suitability of a selected location with regard 
to the general economic structure of the country. Thus is maximised 
the social-economic welfare of the nation, by locational planning. 

Economic Profile. After a theoretical account of the various deter- 
minants of the location of agricultural enterprises, we examine the con- 
cept, “economic profile.” Russian economists must be credited with 
this contribution to locational economics. An ideal production centre 
may be one from where concentric circles be drawn outward according 
to variations of costs and prices. In the centre of these circles, prices may 
correspond to the (theoretical) ones, determined by the interplay 
of the forces of locational equilibrium, while as economic activity 
expands outward and “industries” begin to be located in the outer 
circles, prices (and incidentally costs) begin to rise. Thus the 
cost-price zones arc marked off from the centrally ideal location and 
the location map drawn up accordingly. Only products with the 
highest margin of profits tend to be produced in the outermost 
circles. Thus cost-price circles correspond to production zones. In 
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the immedutc neighbourhood of the central zone, are likely to be pro 
duced thoje commodities that are highly perishable, and therefore, mar 
fcetablc only at high cost, while in the outer zones would be located the 
production of standardised and rather durable articles Thus for exam 
pie, m the immediate suburbs of city , may be grown \ egetablcs and 
fruits, while be\ond may be situated milk and dairy farms, and farther 
awa\ other farms in this order firstly those processing farm products 
and next those producing standardised products Thus wc infer that 
the economic profile may be determined by various factors e g perish 
ability, value, processing, conversion and standardisation of the 
produce In the case of perishables, the production centre is likely to be 
near the citv or an ideal locational site Value refers to rev enuc from 
produce and this factor is reckoned with only after perishable articles 
-have been disposed off Articles, hav ing high v atue in small bulk, ma\ be 
produced in the next 2onc In the third zone are forms growing those 
commodities that may, by their getting converted or processed 
gain in value while losing in weight, because that w ould be a distinct 
advantage from transport and storage viewpoints In the fourth zone 
may be produced standardised things as have sure marketability and do 
not raise special problems with respect to storage. Thus far u ould be 
commercial farming zones In the last (or fifth) zone, one may come 
across farming for the needs of the family and ns subsistence In this 
manner is determined the general economic profile of the region with 
respect to its agriculture 

Geographical Pattern Having assessed various factors touching 
upon the economic profile ot the country with special refeience to agn 
cultural production, w e now turn out attention to the locational pattern 
as dictated by geographical factors Farm pnees decline outward from 
markets and centres of demand and disposal This fact needs no 
explaining But one fact that may be recognised is that the total costs 
also decline along with prices, for the simple reason that they are (looked 
at from another angle) only costs of production Also \\ hilc haulage 
charges, in the outer zones, may rise, costs decline in the central zone, 
that is why production is more profitable in the central zone than in the 
outskirts, and in the outer zones The costs that may tend to decline 
jn the remoter regions relate to haulage, rents and land Near the centre, 
haulage charges arc almost nil, while rents usually high and so also land 
values Other costs may also be affected as cultivation advances out- 
ward, labour costs may be lower in the near central location and higher 
as it expands outward that is why labour is substituted by capital good* 
and machinery in the outer zones In mature economics, where the 
pressure of population is not so heavy, farming tends to be labour 
tntensne near cities, and capital infertsne away from them But in the 
backward economies, where demographic pressures arc burdensome in 
rural regions, the former type of farming may prevail, for labour costs 
may not be heavy in the outer zones Some of these differences remain 



PRINCIPLES OF AGRICULTURAL ECONOMICS 


2491 

.concealed or are offset by variations in the quality of land, its high 
yield, or better natural resources in point of topography, and slope, etc. 
Therefore, we find that from the angle of geography, too, there is a set 
pattern of costs affecting location of agricultural enterprises. The more- 
remunerative ones are those that fit in with the geographical pattern 
and these are located near the centre, while those that have been able to* 
neutralise these disadvantages of distant location may be centred in the- 
more distant circles. Possibly, changes in the economic structure may 
have come about, meanwhile, thus nullifying this argument and making 
it inexplicable why a certain enterprise is located where it is. Evolu- 
tionary causes may have brought about a change in the relative and the 
comparative advantages, but agricultural ventures (static as they are)' 
may neither shift the place nor change the nature of the enterprise.. 
New products in agriculture may upset all their calculations and ini- 
tiate new forces which were then absent, or were so far weak in theri 
operation. It needs to be stressed-that even the geographical pattern, 
may undergo a change or alter, when the theoretical basis of location 
shifts though the process of agricultural dynamism is much slower thani 
its economic counterpart. Still it has its significance in this analysis. 

Inter-regional Co tape tit ton. Different areas supplying certain goods are- 
styled as competitive regions. These are potential contributors to the 
supply of a product for a consuming centre (markets) and are in compe- 
tition for the same end, the market being supplied by each one of them. 
The quantity consumed is thus apportioned among these competing 
areas according to the advantage accruing to these products there- 
Farmers, dealers, and merchants, all of them, are aware of compe- 
tition between regions, their products and their relative advantages 
and disadvantages, too. For a complete and comprehensive study oF 
inter-regional competition, we need a demand curve showing quanti- 
ties of the product that the market is ready to take off at various prices. 
Only then would it be possible to say with precision how competing 
areas would share the market at different prices and amounts of the- 
produce sold. This is typical of the general equilibrium analysis. It 
needs to be pointed out that this inter-regional competition would 
be reflected in the location of crops and agricultural enterprises;, 
intense demand tends to be located in regions associated with them.. 
For example, if a certain product has long been associated with a certain 
place, e.g. Nagpur oranges, that would continue to be produced In that 
very region, for that region’s share out of total demand is rather 
fixed, ' by centuries of traditional usage and set habits, irrespective of 
economic considerations. This may be described as its qualitative 
aspect; the product is known for its quality (imaginary or real) of the- 
articles which are sold for their association. Inter-regional competi- 
tion thus reduces itself to the creation of monopolies in respect oF 
production of agricultural stuff. Demand is thus a determinant of agri- 
cultural location; when .an article-is assured of the demand it sticks to 
its location and its production centre need not shift. This is about the- 
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temmtrtial produce, t e those disposable in the market As regards 
subsistence and family farming, market demand has little influence and 
.the locale is decided upon by those factors Still, it is important to 
note that the nature and character of agricultural production is deter 
mined by such factors, as are found remunerative in a certain region 
producing certain articles from the market point of view If so 
production persists, otherwise it is discontinued in that region 

The Inftnnct It is dear from the abo\ c discussion that the question 
01 agricultural location is rather complicated It is the resultant of 
aev era! conflicting forces and not due to the operation of an isolated 
/actor The locale is decided upon b> comparative and relative advan 
tages and also b> economic profile \\ hich determines, the nature of crops 
and other enterprises undertaken in different regions The costs of pro- 
duction are also influenced substantially, by the facts of geography 
fia’urt has an important beating on costs, both absolutely in respect of 
each enterprise and in regard to comparative costs as between different 
crops Nature also decides which crops are cultivation worthy in the 
selected areas I ocatton in agriculture is considerable shaped br inter 
tegional competition the share of each region in the market and the 
xemuncram encss of the enterprise from that point of view That will go 
to stabilise the enterprise in that particular region Thus we hate before 
us several sets of causes responsible for the location of agricultural 
enterprises The law of comparame advantage onlv vaguelv gives 
general principles according to which entrepreneurial locale (including 
the rural one) is determined still the more detailed questions may not 
be covered bj this generalisation It is only when we combine the 
comparative advantages with the relative ones, that clearer perception 
begins to dawn upon us Economic profile brings us nearer to actual 
situation prevailing in regard to the locale of these ventures, and provides 
us with a clue as to what crops and enterprises be located at what 
places An examination of this question from the v lew point of geography 
reveals to us the nature of comparative costs and this also introduces 
some complications in the problem though miking it more realisth. 
in its approach It is an understanding of the factors attendant upon the 
demand schedule of the articles produced in different farms that wed < 
cover causes responsible for continued and pcrsistentcultivationasahw 
various crops and enterprise* in the selected areas, other than those 
precipitated bj these factors In short, the abov eanalj sis, light bean/i? 
as jt appears to be could at 1 est be credited w ith offering a plausible 
explanation of location and also serve as a pointer to the plan* 
ang and planning of fresh and nascent farm v emu res But it eonli 

hardly be depended upon for a precise and fool proof determination of 
farm location, because of the fact that the main trends onlv hart 
been unravelled and not particular local causes, miscellaneous other 
forces of noneconomic character also operate, and with equal 
•vehemence 
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SELECTING A FARM 

Having enunciated the laws that govern the location of 
agricultural enterprises, we venture to tackle the guiding princi- 
ples that may be kept in view when selecting a farm. The 
problem of location would remain incomplete without a reference 
to this. The tacit assumption above was that the farmer had already 
a farm and he dealt with the problem of selecting the enterprise, 
or crop. An understanding of the problems of selecting a farm would 
^provide us with a practical basis for a complete theory of location as 
applied to the agricultural sector. The questions that he would have to 
face relate to the types of farming sought to be undertaken. Secondly, 
he must decide upon the region where to conduct his farming business, 
the question of locating his enterprise. In the third place he would have 
to select the area, the community or a section of the same, that he 
prefers to any other. The locational issue is settled with respect to 
markets, cities and the means of transport and communication. He 
.should also visualise, in advance, the size of the farm, for a certain size 
that he thinks to be the optimum may not be possible in a certain commu- 
nity or a certain centre. What combinations are selected by him as 
regards suitability of farming apparatus and equipment that he already 
possesses and his aptitudes (and those of his family) are to be judged 
in -respect of remunerativeness. Natural factors (of good cultivation) 
that suit his farm; e.g. topography, soils, and slope, would have to be 
taken into account by him. Water supply, the most conclusive consi- 
deration, in the case of irrigated farms, is another additional point 
reckoned. Social factors, e.g. amenities of life and social environments, 
fnay also be looked into by farmers as by all humans. And, above all, 
stand relationships that all these considerations bear to prices obtained, 
and the remunerativeness of the enterprise, for without this promise, 
none need bother himself about selecting a farm, nor even discuss all 
these above details. W'e propose to analyse certain important factors 
that otherwise may have escaped notice but are of significance, in the 
selection of a farm. A study of these factors is prefaced by a descriptive 
survey of the real estate market for land; this would make us well 
•equipped for the analysis of more important issues {e.g. regional and 
.natural ones), in the light of the social impact of prices and rents. 

Real Estate and the Market. There is a real estate farm market, 
although this market is different from the ordinary bazar or Mandi that 
•on ecomes across. The major point of difference is that this market is 
not well organised, which, in other words, means that it is not a perfect 
market. A “perfect market” is one in which everyone has all relevant 
information and is well equipped for various transactions, being pos- 
sessed with complete knowledge of market condition. Jn this market, 
•one single price prevails for the same type of articles and commodities; 
a.t the same time. It is possible that the commodities may differ in 
quality and other characteristics, but these differences' are appreciated 
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by even body, and consequently, reflected in the prices at which the** are 
sold Different prices represent different grades of different commodities 
And then, one buyer more or one less, does not make any material dif 
ference to thesupplv situation Transactions may be effected in different 
places, but this fact does not make any material difference to the argu 
meat for the underlying assumption is that these transactions arc Withn 
the knowledge of interested people ^o that the same grade of the coir 
modity sells at the same price in the regions or places, allow ing for trans- 
port costs In an examination of the working of the real estate market 
for the purchase and sale of tarms, we must concede at the outset that 
this market is far from perfect, buy ers and sellers have imperfect know 
ledge of differences in the quality of farms that they intend dealing in, 
■since there is no accepted s/stem of grading nor could a perfect system 
of grading be evolved Also the peasants, ignorant and uneducated as 
they generally happen to be, are not aware of transactions taking place 
and prices being settled Farms are, therefore sold at prices, higher or 
lower, than the correct prices Account is also taken of differences in 
productivitv , situation, location, natural endowments and residential 
advantage's We must also notice the fact that m all transactions and 
price fixation, there are excluded buyers and sellers, who may not be 
willing to buy or sell at the prevailing prices Thus a number of bujers 
and sellers (potential indeed) are excluded from various transactions 
taking place But these excluded categories also influence price settle 
tnent for these people also bid though differently, and their influence 
(remote and indirect) is still felt in the real estate market Again per 
sonal factors must not be lost sight of, for the more efficient farmers 
tend to outbid the less capable ones as they can reap fuller advantages 
Prices are the result not of the forces of demand and supply alone 
Regional Considerations bsuilly , a farm is selected in regions which 
farmers know best But other considerations need not be lost sight 
of Before selecting a farm, he decides upon the scale of farming that 
he would practise, for this would determine location, where he should 
farm Some farms are la ree scale while in certain regions, the tvpiral 
scale may be the small scale, as for instance, in the hillv regions And 
in the selection of the region, the farmers need also take into account 
“other opportunities,” possible m that region In case he wants some 
extra employment in the off season, he would prefer to settle dow n near 
cities, or industrial towns, but all this depends upon his aptitudes 
Account would also be taken of new lands that mav be brought under 
the plough as a result of the extension of irrigation facilities, drainage 
measures and flood control projects, etc , and to the farmer the*c lands 
may provide better opportunities than lands m established commuri- 
ties would, where farming is centuries, old He may take to settlenert 
farming He would also like to calculate, j a view of his aptitudes 
training and resources, if he could exploit opportunities in the 
unreclaimed lands, or farm in those regions which involve a lot of 
initial expenses in making the land arable and bring it under the pfough 
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lands may also be selected near the centre of ; n d - • t , 

•activity (if their prices arc not prohibitive) but anShe “ d c J? mm . erdaI 
•the prices or the rents that he mav have L n an ° th . er consideration is 
•arc undertaken as would prove remunerative 5 ‘ f UCh enter P rises 
Jn the second concentric circles Cue \ * V These farms would lie 
location. Certain K! ^ 

specific cultivation only those <v ^ iP es > an d may admit of onlv 
specialised trainSg in X ,eeTnin“ ofsoT^r T “> U W' d ' vith * hi 
to take to these ventures Some?; Clbc ^ armIn S v '°uld be able 

ration pattern L ^erecomc about shifts in culti- 

find himself out of nlar> ^ tbe res . u *• t ^ lat the farmer may only 
and shape his farming "of J! weig h s potential factors likely to influence 

ie proposes to faT S aLT .T’ in the rc gl°n "*ere 

system of farming that he is folbwinv the P revalbng pattern and 

n view of chaneinv cirmmcf £ ' P ow ’ t * us may have to be done 

he farmer selects ? £ rcun ? stanccs > operating in that region. And then, 
his mav necessitate keepln S ™ th the pattern familiar to him; 
naysTLonen tW shifting or transferring to another area. Or it 
pith in &t:Jr USC °[ ccrtaln . cc °nomic forces as may operate 

atensive cultivation th Un - lt ’ 1C may nnd 11 necessary to resort to more 
ensue cultivation, than is common in that particular area. 

re topoEraDhv^sniT" ^ m .? ng f he natural factors, the most important 
at ksSd lulrL Regarding soil it mav be emphasized 

il drained S 7T P r °P OS " d to be cultivated. Also it should be 
lit the croo'l are Wkl £ tbese possibilities (of making the soil 
” such as could afre 1 ““T*. Ae S™ probability is that the soil 
i be undertaken’ v Sc PP e httle adjustment, suit operations proposed 
ould be Se n i , r ence , thc best knd from this (practical) angle 
Zd have to S If l°l CuItivation - . If Poor lands are used, more 
ter some time h c l ulred ’ hence qualitative differences in land would, 
rtain selerr ’r ecome quantitative: some soils are so specific that only 
cnee the c n ;i C °^ S u° U ^ bc rdsed an< ^ a few enterprises undertaken, 
blv a soil - ma '' be f UrVe I ed even before final purchase. Pro- 
iv be marie ^ be a difficult task; the survey already conducted 

il eeoprunfi , USC A- tbl r s . regard > one should have an idea of the 
d enternrici nd ° Ut ^ k * s , we H situated for certain operations 

dertaken tj’ ° r * p orrect : location is a prerequisite to their being 
: final deal ^ en c e » information regarding soil types is essential before 
ke on fn A-ff 2 C . strucb - hlo doubt, good management could 
ced on cL 1 erence m soi . b st ill> too much reliance could hardly be 
traefer t C m ? nage . r making up for deficiencies of an agricultural 
p-ardino- " ocatlon > size, and contour of land are factors of importance, 
t itc 0i: * and ’ tbe prospective farmer would ensure 

ovrank ls he desired and its site suitable. No doubt, 

ner nP.dc C ? i bC lmpr ° Ved u pon but within definite limits; and the 
at would nf° eco ? scl °ns of his ability to improve matters. Improve- 
d the loc- f necessity take some time and mean some expense to him. 

ac or is, vlimate; this is unalterable and one that the peasant 
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could hardly improx c upon The place that he selects, is located in 
a known cltmat'c region in this regard, persona! examination on the 
spot, may be dispensed w ith and reliance placed on well known facts 
of geographv A farm maj be so situated that it gets less of the benefits 
of sunshine and more of winds and storms Therefore, caution 
needs to be exercised in this matter It should also be borne in mind 
that wc refer to the unit of agriculture and not total land in a certain 
region, hence attention should be focussed on the locational aspect of 
particular plot and not the whole land m that region, where the farmer 
proposes to set up Certain farms must be located near the means of 
transport in order that the problems of marketing may not much bother 
the peasant , this is another natural locational factor 

Social Impact A farmer, who sets out to select a farm for himselfand 
his family, has also to reckon the social side of farming, man being a 
social animal In an environment, not socially congenial, a peasant may, 
later on, have to give it up for the simple reason that it does not suit 
the family This is an important consideration The most important 
social factor is whether the farm is near the cities, centres of industrial 
activity schools or places of communal congregation, or of social 
gatherings Next is the location of residential buildings, and for this 
matter temperaments count for much, for it may be that some peasants 
may elect to settle in highly congested environs, while others in solitary 
^a^lets I or the former, the compact type of village life would suit, 
and the latter would be more at home in a scattered locale And then, 
the most important fact, from the economic point of view, is the one of 
ptospeem eness AH these things must be calculated if the farm is 
situated in a region w hich is declining or improt ing in the prospects of 
farming, in a locality with declining economic and agricultural oppor 
tunities, there mai be little use having a farm This calls for a special 
appraisal and foresight on the part of the farm manager Among other 
social factors demographic structure in the region, its a us, othet 
regions, also counts for much Where population is sparse, the chance of 
getting labourers in the busy season may be remote, while in areas and 
regions, where its pressure is heavy, it is fraught with dire consequences, 
noted in an earlier chapter He should ensure that the demographic 
structure is in accord with farm requirements, and that both these 
balance each other In regard to family farming, this requirement may 
not be so essential though it could still not be dispensed witn entirely 
for farm labour may be too meagre to cope with increased work at 
certain times, such as the harvesting season A religious background, 
though not so important in an urban settlement, is very pertinent to 
a rural society, lor peasants may "be habmiated to a certain mode tk 
religious observances and ceremonies, and find themselves out of p!» ce 
m an alien environment. Social background may not be regarded a* 
“proper”, if it is “conservative”. In this case, the fanner and h« &tBW 
are likely to sink into the sloughs of further social deterioration , tht* 
should be avoided for the aim of agriculture, from the social viewpo lflt » 
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should he to progress the society. In short, it must be conceded that 
social factors and forces are of paramount importance to the peasant,, 
the society, and above all, agriculture itself. 

Prices and Kents. These factors are economic, and in the con- 
text of this argument, the most important. Prices must be such that 
the farmer is able to pay, without going into debts unduly, while if he 
has to rent the farms, the rents must be only so high as to enable him to. 
make it remunerative for himself and his family. To arrive at the correct 
price he should pay., two procedures could be followed; firstly, he could 
compare the price of the farm in question with the prices of other farms 
similarly situated. Secondly, he could estimate and capitalize on the 
basis of net farm incomes. The former would be the market value of 
the farm, while the second would give him an idea of the net 
income expected. In actual practice, there would be wide disparities 
in prices obtained by the two methods; and the farmer would be advised 
well enough to adopt more scientific procedures. Another procedure 
is to work out a plan of operation on the farm and on this basis, to 
estimate the net income from all these operations separately, not 
on the basis of past incomes but prospective estimates. From this may 
be deducted the computed income and wages of bis own labour and of 
the members of his family, likely to assist him on his farm. This net 
income may then be capitalised at the rate at which moneys could be 
secured on mortgages in that particular region: this would be a scienti- 
fic method of finding out the price that the farmer could pay for a plot 
of land, he intends to purchase. Still another method is to estimate land- 
lord’s net assets, (in the language of the Indian revenue practices,) accor- 
ding to the share-lease system, and capitalise the same in the manner 
outlined above. This process is a rough and ready method of pricing 
land. Another method is to deduct essential living expenses of the 
family (in the case of family farms) from gross income and capitalise the 
same. Those results may be identical, and give a fair guidance to a 
prospective farmer in the matter of prices to be paid. In renting a farm, 
the point that needs to be taken into account is the time-span : farm 
incomes and receipts could now be worked out on a more definite basis., 
Another important point is that rent payment is more or less on a 
customary and contractual basis and the farmer should be aware of the 
prevailing customs and contracts. He should also remember that 
choosing a farm is as important as choosing a landlord: a good landlord 
is an asset. Rent should allow for the remunerativeness of the 
enterprise, for excessively high rents may only result in self-exploitation. 
In fact low rent should be paid by a beginner, for he may be regarded as 
serving a period of apprenticeship. Still, the locale is important. 

VALUATION OF FARM PROPERTY 

Though we shall have occasion later to thrash this subject at 
greater length, we must notice here some salient points, relevant from 
the locational point of view. Valuation is a very complex procedure 
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and requires some special calculations by an expert, but the main prmet 
pies, underlined, are not very complicated Farm property is valued w 
-opening and closing inventories and in estimating changes in their nt 
-worth The calculated net income for the v ear may be materially mflucnc 
«d b\ value assigned to a paruc alar asset Also m settling the estates 
•farm property needs to be evaluated Appraisal of farm property 
becomes increasing!) important u hen estates become small and 
heirs numerous and especially when one of them wishes to remain 
on the lands he has inherited or possessed for long And then 
amprovements on lands and farms do have to be taken account 
of* for this purpose evaluation of farm property is imperative 
Regarding landlord tenant relations, certain tenants may bequeath 
•to the landlord certain improvements for which they should 
be compensated Thus the subject is of special significance to the 
Agricultural Economist Professional valuers arc often employed in 
certain countries in order to perfect legislation Fqually important is 
the problem of placing values on the use of public and other lands 
while from the angle of the state acquiring the use of lands (m private 
-uses) and ultimately owning the same, valuation of land is of sigm 
ficance Similarly, problems arise whenev er any form of cost accounting 
is undertaken for then not only is the annual valuation donfc for crops 
but also for lands, pastures and woodlands Values have to be placed 
on the annjal use of farm buildings, and on the man labour from the 
strictly accounting point but now we only corcern ourselves w th the 
valuation of property and not that of labour, cattle, or tractor work 
The Purpose We must be cleat about the purpose for which valua 
-non is done, for the value placed on the farm land may depend in a 
Jargc measure on its purpose as also on the use which a farm is intended 
to serve The only one i alue, that is commonli understood is the 
market value, or its price m a perfect market But other types of 
values may also prevail Market value is not the only type, there may 
be the loan v alue, assessed v alue and insured value ljjan value may be one 
which land mas have as a piece of mortgage it informs us what a 
tuece of land commands in the loan market Assessed value is reckoned 
from the purely property Viewpoint, without reference to the particular 
aspects ot farming, which the farmer has particularly in view Insurti 
value may be calculated from the purely insurance angle AH these 
values may he different in different countries, especially the assesstl 
value, taken for the purposes of imposing taxes and rates on that land 
There may also be the customary value or the one established bv custom 
as prevailing m that particular pact of the count n Loan value may also 
be different m various localities as the prevailing practices in the matter 
of extending loans may vary from locality to locality Mortgage value 
would be that for which land Is priced for the purposes of mortgages 
This value is significant for land banks, which arc fast becoming 
important institutions for the extension of credit to farmers It means 
that for different purposes there are different valuations for the same 
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Hand, and each process of valuation may be entirely different from the 
one that may be adopted for the special purpose. We are concerned 
•only with market values on the basis of incomes from the farms. 

Evaluating Farms. Simple is the valuation problem in respect of 
farms when the stream of farm income is constant and income remains 
the same over a number of years. The present value is based on the 
expected annual income capitalised upon the rate cf interest. But for the 
purpose of evaluation, land is not to be regarded just as a high grade 
bond (though the mathematical calculation is similar) but a species of 
its own kind, because while the bond offers a definite and regular income 
the farm could not do so. In the case of fluctuating incomes, the 
realistic speculative element enters, and the decrease or increase of 
incomes is on the basis of anticipations expectations, and speculations. 
Estimated increased or decreased incomes are capitalised on the basis 
of expected average rate of interest. True or real value of the farmland 
is the value based on true earning power of land. Net income takes true 
normal income of land and may be capitalised on the present (actual) 
rate of interest. Sometimes, past averages are taken both in respect 
of incomes and rates of interest and then capitalised on the basis of 
averages. Temporary changes in farm incomes are also to be reckoned 
Avith; they affect current values of farmlands. Calculations may be made 
•either by discounting the present worth of land (its current values) 
or by putting premium on land values, according as these changes are 
in the downward or the upward direction. One word about interest 
rates vis-a-vis land values. A reduction of interest rates would put a 
premium on land r-alues; and an increase, a discount. This is based on 
mathematical calculations. Capitalising on lower interest rates, say, \°J Q 
instead of z°/ 0 would double the A r alue of farmland, while a higher 
rate say 4% instead of z°j 0 lower the capitalised value of farms. Regarding 
farm buildings, the point is that these seldom yield incomes of a per- 
petual nature; as a matter of fact their productive life diminishes with 
the passage of time and their values decline accordingly. At any time, 
therefore, their values are limited by replacement costs. In the short 
run, however, these may rise above the replacement costs due to the 
•demand for them becoming urgent, the time taken in their construc- 
tion, or the impossibility of building. But in actual practice, 
they are not evaluated separately from farmlands, as they do 
not have, ordinarily speaking, any distinct value except that which they 
•contribute to lands and incomes therefrom. But changes in farming 
systems avould very likely change the relath r e importance of farm build- 
ings; therefore, these structures could not have an independent value. 
Hence the method of appraising farm buildings on the basis of the cost 
of reproduction or reconstruction now, less the depreciation is not the 
•correct procedure, from the purely analytical angle. Allowance must also 
be made for improvements in land, but the fact that these improvements 
vary greatly in their life-span needs to be appreciated. While certain 
improvements may be truly permanent (in that they become a part and 
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parcel of land) others may be consumed soon, eg fertilisers Income from 
these improvements in land is to be included in the total income from 
farms, which are the basis of capitalisation, for the purposes of land 
valuation We understand from this analysis that the valuation of farms 
is based on the anticipations of prospective incomes (onlv visualised) 
which may or may not be realised in practice 

T be Pricing System From the foregoing, it is apparent that the value 
of land is calculable on the expectations of prices and incomes that it js 
likely to yield in the near future But price also depends on the demand 
for the produce raised, lands which are capable of producing lov grade 
commodities need not be priced much, while lands, vhich are higl ly 
productive, could be rated high Expectations of income from the uses 
of land is another important factor influencing land prices * this has been 
examined above I and prices mav change as expectations of income 
change and not as actual incomes change, for the present incomes may 
not be realised later And it is not the expectations of one individual 
person, but those of the farming communities in general that 
matter on the social canvas It is in the real estate farm market 
that expectations and anticipations are crystallised in monetary form 
Prices are fixed within the range of expectations, those of the buyers 
and the sellers including the potential ones, who only influence the price 
structure through their pulls on demand and supply factors At the 
point where the supply and the demard schedules intersect is price 
of land settled, that is its market price This price represents a certain 
level of communal and social anticipations, and should be regarded as 
the composite price inclusive of the prices of the buddings and the 
compensations for the improvements effected, it reflects earnings and 
incomes of land and buildings, but only the expected ones Thus the 
pricing process m the realm of agricultural land economics is not the 
same as it is in economic analysis, land price represents anticipated 
earnings and is based on expected incomes, not on the present and 
actual revenues This method of appraisal is explained belo \ 

Assessment and Appraisal e switch back to the appraisal 
of farm values, being now better equipped to understand and appreciate 
the various factors bearing on the same Market value is arrived at 
only for the purpose of assessment in a market, operating under ordi 
nary circumstances and by the reliance placed on the judgment of those 
famibar with conditions obtaining on the real estate farm markets 
One could collect data on selling prices and on major factors bearing 
on the same On this basis, an estimate could be made But the pro- 
cedure, howsoever refined, could not give true value, for some factors 
could never be reduced to statistical measurement, e g residential values, 
as distinct from production values Also well managed farms may be 
overvalued while the ill managed ones, undervalued Loan values could 
not be scientifically determined, because conditions are rather unstable, 
therefore, based on the average expected income from the farms 



VRINCIFLES OF AGRICULTURAL ECONOMICS 


2J9 


th conservative adjustments upwards and downwards arrive 
a normal loan value, which again may be revised in the context of 
anging conditions. Normal value is the price that an average pur- 
aser is willing to pay, it is calculated from average annual production 
d normal prices obtained from farm produce. Here, too, the average 
ly not be the representative average (representative in the Marshallian 
ise) and bear no relation to actual situation that may be prevailing 
the market. Normal value is, therefore, quite hypothetical in its 
aracter. Assessed value is the one assessed by the state for the purpose 
legal exactions, like cesses and taxes. It is the official estimate of 
a valuation of farm property and is, usually, different from the market 
lue. Some standardised methods have been devised for arriving at the 
essed value of the lands, on the basis of standard rent, or some such 
:asure, but assessment is generally of an inadequate nature, with the 
iulting shift in the uses of land. Taxing and assessing authorities 
: on the side of higher assessment; consequently, the poor lands may be 
essed high. This results in the farms being more intensively culti- 
:ed or put to such uses as bring with them a higher return, or else 
:re is “tax delinquency”. Thus we see that valuation of land is 
Ferent for different purposes; but it is the market value which should 
taken for our purposes, especially in this analysis. 

Special Classes. This topic would remain incomplete if we did 
t enumerate various types of farm property, A detailed descrip 
n of all types may not be possible, for their number is legion- 
: we could content ourselves with a brief account of orchards, livestock, 
der and pastures. Orchards present special problems : they receive 
reasing amounts of labour and capital, without yielding any income 
: some time. After this stage, they begin paying; still, the expenses 
:eed revenues. The next stage witnesses income flowing at an 
reasing rate, and expenses remaining constant or declining. In the 
t stage, income begins getting depressed (until it drops to zero) and 
: cycle starts again with replacement being undertaken for the useless 
es. The problem of valuation, in the case of an orchard is to deter- 
ne at which stage of growth and development it stands. Calculations 
: made on this basis, on that of land sites, the life-span of the trees 
l their replacement time with the costs thereof. In the light of those 
tors are orchards valued. Livestock and its valuation process presents 
:et of relationships very similar to those adopted for orchards, 
luation of stock changes year to year with market prices of cattle 
>ducts. A realistic procedure, however, for the valuation of the 
tstock is to use the long run average value of the breeding cattle 
1 to adjust these values from time to time in accordance with 
ome prospects for the near future; if the prospective prices of the 
tie products are low, their prices might fall, though temporarily, 
is method is analogous to the one outlined above for the valuation 
farmlands. In the case of fodder, too, the problem is resolved in a 
ilar fashion. The fodder prices are settled by demand and supply, 
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but the problem of valuation of fodder still confronts the peasant Un 
doubtedly, present prices should affect this valuation but the fact 
stands that with the rise of prices, farmers usually economise with 
their fodder, for the temptation may be to sell the crop rather than to 
use it for purpose of feed In order to steer clear of these ambiguities 
and pitfalls, incidental on calculations being made on the basis of pre 
vailing prices, the best course is to evaluate the business part of the fodder 
at a rate higher than lt\ estock prices, for higher prices are realised for 
fodder if the livestock is liquidated This is in the interests of the proper 
use of fodder being ensured as feed for cattle In regard to pastures 
ard grazing lands, the usual procedure is to evaluate them on thebasj 
of the current farm values in respect of this particular property But 
this procedure could hold only for private grazing lands and not for 
public ones, which also may effectively raise the value of farm property 
due to the extension of grazing facilities to private farmers Valuation 
of this public grazing land should be on the basis of capitalised value 
of the contributory income benefit to private lands 1 o this extent 
would rise the table of the private lands and farms lying m the vicinity 
of the public grazing lands The valuation of the public grazing lands 
bt themselves would be on the basis of rentals received for the use of 
these pastures min is the recurring expenses incurred on their main 
tenance This means that the capitalised value of the net rentals would 
be taken as their ttue value 

Ob sen attorn In the light of the above analysis, regarding the 
valuation of farms and property related thereto, it mas be pertinent 
to observe that the procedure is neatlv similar to the capitalised value 
of the income of lands under examination This procedure appears 
to be correct for the valuation of all types of farm property Also to 
be taken into account is the rate of depreciation in certain cases and the 
rate of replacement and reconstruction in the other cases There are 
instances (e g orchards) where the rate of growth is the determinant 
of their prices Studying the pricing process in the case of the farm 
lands and farm property, we noticed how it differed not a little from the 
method of price fixation in the ordinary routine of economic life 
barrel prices are based on anticipatorv incomes from farm lands and 
properties Another noticeable factor is relative fertility, situation, 
and scarcity of the various types of land and property , as in this case 

SUMMARY 

Divers are the points discussed in this chanter, bearing o Q 
the problem of location of agriculture Stressing the distinction 
between agriculture and industry (the prevailing theories of location 
relate to the location of industry and not agriculture), we noticed that 
controlled factors operate in the industrial sphere and the natural (un 
controlled) ones in the agricultural sector Among other distinctions, 
was one relating to that between location and localisation, the format 
referred to geographical situation, and the latter to the grouping of 
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industries. It -was also appreciated how defence and technique shape 
the development and locational structure of industry and agriculture- 
agriculture being more under the influence of defence than technique." 
Trends towards dispersal, decentralisation and delocalisation (and their 
implications) were featured. Among the various theories of location 
prominence was given to those expounded by Alfred Weber and Von 
Thunen, though the Law of Comparative Advantage was found to be 
the most important classical explanation. In the light of the modern 
theory of locational balance, were enunciated the main principles of 
planning in respect of agricultural location. We explained how it 
was possible to achieve the equalisation of the social-marginal net product 
in the agricultural sector. Next were taken into account various deter- 
minants of agricultural location. The part played by the relative and 
the comparative advantages in the matter of the location of agriculture, 
and the economic profile of a country, the zoning out of the agricultural 
production in the light of this factor, the cost structure in the pattern 
of geography and the inter-regional competition vis-a-vis the factor of 
demand, all these points were treated at length in this section, which 
forms the kernel of the chapter. The inference, drawn on the basis of 
this analysis, is that agricultural location is the resultant of various 
factors. Next were examined issues relating to the selection of a farm; 
we studied economic and financial factors in respect of different types. 
Regional differences, natural and social factors, and prices and rents, all 
these points were noticed in their bearing on the problem of farm 
selection, which was regarded as a special aspect of the problem of 
location. It was considered pertinent to enquire into the principles of 
valuation of farmlands and other types of property, as bearing on the 
problem of selection. In this section were outlined the problems of 
evaluation and pricing, appraisal and assessment, and the application 
of these principles to special classes of farmlands and properties. 
This, in our opinion, was a necessary complement to the study of 
agricultural location in all its various aspects. 

CONCLUSIONS 

On the basis of the above analysis, it would be difficult to 
hazard any conclusions. It could only be said that the problem 
is rather complex. To its tackling, the theories of industrial (this term 
being broadly interpreted) location are hardly applicable. Even Von 
Thunen failed in this task, although his theory claimed to solve this 
problem. No single factor could be isolated to explain the phenomena. 
It is in the interplay of different determinants that some clue could be 
found to the phenomena of agricultural location and not by the impact 
of one single factor, howsoever forceful. The fact remains, that the 
factors responsible for locating agricultural enterprises in one place 
work themselves out and disappear, while these enterprises persist in the 
same place where they were. Agriculture always lags behind economic 
change. Institutional factors, are also important from the locational 
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1*. -1 inMHAii ««« be the result of habit and custom 
selection of a farm, it may be pointed out that the shift, 
trfthe matter of ownership or teoaney are rare farmers grow a love for 
their farms which they have been cultivating, hence the subject ha, ,0 be 
ooled at from this particular angle. It is the new farmer who ventures 
,0 mate the selection, whether for the pu.pose of purchase or fot 
renunc Still, it is instructive to assess vatious factors operating therein. 
Clo elv connected, therefore, is the subject of the valuation of farming 
enterprises and property The guiding principle in evaluating farms and 
alhednropertv is th? capitalisation of eapected incomes therefrom Thu 
principle must he taken note of as It is in aceotd with that of evaluating 
other property, too Noticeable IS the fact that farmlands ate a distinct 
class of property for the s.mple reason that they ate characterised by 
variations m point of situation, productivity and sm.ctty, hence this 
principle has to be apphed wnh modification From location to 
evaluation is a fat ety, but the linkage has been established somewhat 
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We are now in a position to understand the nature of agricultural 
production and the significance of the same from the analytical point 
of view. We have already appreciated the complexity of agricultural 
production : variety characterises it greatly, as gleaned from our survey 
of farming systems and management problems. In fact, production in 
agriculture covers a very wide ground. Very seldom it is that produc- 
tion on the farm is specialised; it is mostly diversified and of many types. 
This complexity is marked and an important characteristic of these 
•enterprises. While in a factory production may be limited to a few 
things, on the farm it is spread over a large assortment of goods. 
Diversified farming seems to be the rule in agriculture, rather than the 
exception. Even on the so-called single-crop farms, production is not 
only confined to the growing of one single commodity, or the raising of 
one variety of it. Production is composed of various articles and their 
varied assortments. The reason is that production on a farm could 
not be, technically speaking, specialised, for even on the specialised 
farms, the by-products are many and these could not be wasted away. 
Agricultural production being diversified, the problem of correctly 
assessing the same is rather complex, too. In this chapter, we con- 
fine our attention to “agricultural production,” not from the descrip- 
tive viewpoint, but from the analytical angle. We have noted above 
some descriptive traits (in our chapter on farming systems) and 
enumerated the relative merits of specialisation as against diversifica- 
tion, which we regarded as the usual practice in farming. 

PRODUCTION AND OUTPUT 

P reduction may be defined as comprising those activities which 
tesult in goods and services. This is a fairly broad view. Agricultural 
production thus covers a variety of activities. All kindred activities 
are, therefore, productive, not in the sense that they must necessarily 
he efficient; in fact some of these activities are quite wasteful in that they 
adopt wasteful methods of production or are not well planned and do 
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not result in as much productivity as they could. Production should 
therefore, be redefined as all those activities that result in goods and 
services that are to be exchanged. Production refers to the total of all 
goods and services that mav be produced on a certain (production) 
unit, but output may be considered as having reference to goods and not 
to services (Output mi) be defined, m this context, as concrete produc- 
tion). Though the common terminology uses these terms interchange- 
ably we should not confuse them but lceep these in separate categories 
with definite implications Production may be difficult to estimate, in 
view of several services, that may be provided free on the farm A 
correct assessment of these services would be far from easy it would be 
quite difficult to estimate their exact money equivalent. Hence, it is that 
■we prefer to use the term output and not production, for the latter 
would fail to convey the correct implications of the analysis in hand. 
We shall exclude free services, from our estimates, for our concern js 
with farm output, from the strictly economic angle. 

Cross Output The composition of gross output in agriculture 
demands our attention It may be useful for our inquiry to unravel its 
components m agriculture. Mainly, agricultural output falls into 
two groups, consumers’ and producers’ goods This is a general 
classification, for it does not deal with the detail of farm output. In 
the former category are included all goods that are consumed asm in 
direct form, and do not assist in the process of production They 
satisfy the needs of humans, qua consumers Some of them may have to 
be processed a little Most of the agricultural commodities belorg to 
these categories, for instance eggs, dairy produce and horticultural crops 
Consumers’ goods satisfy v'ants directly. Generali) speaking, these 
goods are consumed in the form in which they leave the farm, sometimes 
after being processed, etc Producers’ goods are not used m the form 
m which they arc exported from the farm These may be utilised a? 
taw materials for other industries Certain products may be usee 1 as 
taw materials for food processing industries, e g livestock for butchering, 
or fruit for canning and tinning Much of this “processing” mav be 
done by farmers themselves, but the trend is to do it in factories 
Also noticeable are those products which may be employed m manu- 
facturing consumers’ goods other than food, eg cotton, corn, etc. 
And in the third category are those goods which serve as raw mater als 
for producers, e g flax, hemp. In the fourth class are those products 
which mav be used for agricultural production, inclusive of green 
manures. This is the current categorisation with respect to the compo- 
sition of agricultural output, but it may be pointed out that this is not 
quite a correct and definite description of its nature for the various 
categories overlap, and are not mutually exclusive. We should rather 
think of agricultural output in some other terms, agricultural products, 
livestock products and horticultural products In the first category 
are various crops (cereals, food and all other crops). In the second 
group are included all animal products, e g. milk, hides, cheese, meat 
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and glue, etc. In the third class may be enumerated such products 
as fruits and nuts. Another group could be carved out consisting o£ 
forests and their produce, for these also forma part of agricultural pro- 
duction. Still another category comprises of all fish products ; this 
is a distinct group and not identical with other produce raised on the 
farm, nor with animal produce. Gross output falls into these five 
classes ; ana it is interesting to keep these categories distinct. 

Measurement of Output. Next we study the methods of measuring 
gross output, with special reference to agriculture. This task is rather a 
difficult one. We cannot measure the output of different goods and. 
then add them up in their physical units. Certain goods may be more 
valuable than others. A ton of wheat may represent a value different 
from that of a ton of manure. If reduced to labour units (as the. 
Marxians would have us do) it would be a mess, for the skills involved 
in making different commodities are entirely different, even on the samer 
farm where labour chores are not very dissimilar. Raising fruit is some- 
thing distinct from growing crops. Newer methods of production are 
coming into vogue and reducing the amount of labour required to do 
similar jobs. It is misleading to estimate gross output in labour mea- 
sures and also wrong. Whenever a new method of production is discover- 
ed, and computation made,either on the basis of qualities of articles pro- 
duced or their labour-equivalent, it would appear that production has in- 
creased considerably, although that may not be so. The method of taking 
money value of the goods and output is the expedient usually adopted by 
the economist to solve this problem. Money values of all gross output 
is taken and added up to obtain a figure that may be regarded as the 
true gross output. This figure must be corrected to allow for changes 
in prices, for otherwise an increase in price level might apparently 
exhibit an increase in gross output. This difficulty is obviated by express- 
ing values in terms of a single year, i.e. by the method of index numbers. 
The only difficulty is that of double counting, though in the elementary 
stages of production, this difficulty is not insurmountable. In 
farming, which is concerned with elementary production, this difficulty is.. 
not major. The value of the seed must be deducted from gross, 
output, for the seed sprouts into the crop. And then too, the value off 
crops must be taken to include that of the straw. Such double counting 
may occur and must be guarded against. Another element must be 
allowed for. Equipment is a permanent factor and could not be in- 
cluded in gross output, for that would be miscalculating for this purpose- 
as equipment is not consonant with the farm output. And to 
count it would be incorrect for the purpose of our calculation. But 
we should allow for depreciation and the wear and tear of equipment.. 
Still another problem has to be tackled in this context: that of making an 
allowance for the stock in hand, for the farmer does not (mathematically) 
exhaust all the stock that may be lying with him from the last year, he 
would certainly have some of it being carried over to the current year- 
This is how gross output may be measured on the farms although we 
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must admit that a perfect method has jet to be evolved, for the qualt- 
tative (and relate), factors in production and output could certainty 
he not accurately measured b> any of the abov e methods of calculation. 

Net Output This concept is more commonly used in order to 
arrive at a most correct estimate of agricultural productivity It is, 
therefore, the more significant measurement for the student of pure 
and agricultural economics Net output is obtained b> deducting from 
the value of gross output, the value of the purchased material, not 
produced on the farms but used in producing goods sold to a non 
farming community Certain commodities may hav c to be purchased 
from outside, both for the personal needs of the family and its dependants, 
and also to effect improvements on the farms Net output is armed 
at by deducting the value of these articles which are “imported” on the 
farm This gives the peasant an estimate of the utility of his busi 
ness He is able to assess what he has gained from the enterprise On a 
national scale, these calculations would give us an idea of the extent 
to w hich agricultural output is wholly produced from national resources 
This indication is of import tn gauging the self sufficiency of the economy 
as a whole To the nation, it al-o gives an indication of the extent of 
reliance on the “outside imports,” t e dependence on imported 
resources The main items mar he livestock feed, (in so fat as farming 
is not able to meet those made on the farm) artificial fertilisers, (as these 
may have to he whollv imported from outside the farm), seeds (as these 
may often be purchased from outside stores) and other equipment 
In the extreme imaginary case, when all major articles are imported 
from outside, farming becomes a processing industry, for it merely 
processes various imported articles Hence, this particular concept 
when so worked out, indicates the extent to which farming is 
only a processing industry, dependent on external resource* Net 
output of agriculture is also significant from another viewpoint It 
icpresents the net tneone of the mdustrv, from year to year In other 
words, it is the fund of rent, wages, profits and interests, and out of 
this fund must taxes be paid It also measures net contribution made 
b) particular farms (or even agriculture as a whole) to national wealth 
This net output (and net income) is a function of the tw in forces of 
efficiency ana price level Net income is increased with farmers’ 
cfT cicncy , but if prices are fluctuating, as under such unstable 
conditions, production would greatly suffer. This concept is signi- 
ficant from the point of view of the individual farmer, agricultural 
production and national economy 

WHAT TO PRODUCE 5 

The sphere of production on farms is not unlimited, and, 
in this context, the question appears to be not very relevant 
to this discussion But we must remember that it is designed 
to pose the problem on the canvas of his own individual interest and 
the broader ones of the national economv. The individual farmer should 
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pot be blinded by his own narrow selfish interest, but be mindful of the 
larger communal and national interests, for farming is of national 
import. He must also reconcile the present and the prospective views, 
-and see that his farm does not exhaust present resources to such an extent 
as to render the future totally unproductive. And it is proposed to 
enunciate the law of maximum long-run productivity, which lays a 
line of action for the farmer in planning his production programme. 
We shall have also occasion to examine the manner in which the peasant 
is able to fight out shortages and surpluses, for the latter may be unde- 
sirable from the farming point of view, tfie former may be injurious from 
the special social angle. The limitations of this analysis would be 
■noted and specific conditions of production, too, to complete this 
.analysis, for without this rounding off, this argument, remains 
3op- sided. 

Individual and National Outlooks. From the peasant’s angle, the 
guiding principle for farm enterprises, is to aim at the largest net 
profit : this is the motivating force of all production under the capitalistic 
system, and is not peculiar to the farming business only. The question 
is whether the interest of the nation is best served when the farmer tena- 
ciously dings to his own selfish practices. Farming is of national import, 
mot for the personal and narrow satisfactions of an individual 
farmer. The problem is whether, the farmer pursuing his own ends, and 
trying to get maximum net profits, acts in such a fashion as is consistent 
with national good. A conflict may arise between national, personal, 
individual and narrow interests. In that eventuality, we shall be faced 
with the issue if it is the national, or the narrower interests that should 
he promoted. To the extent that the greatest good of the largest number 
demands that the general and social good be the goals of economic acti- 
vitv, we have to view the problem as being of vital national significance, 
to be tackled in a manner so as to minimise the neglect of national ends 
at the altar of individual ambitions. The peasants’ actions should be 
so guided and canalised that the highest social priorities are served. 
Human welfare or total welfare has long been recognised as the standard 
by which the laws of social sciences have been long accepted or 
rejected, and to which these laws (and practices) should conform. 
Of an abstract nature, the principle has conflicting interpretations in 
its practical application and the specific measures that may be adopted 
accordingly. The desirability of particular measures may as well be 
disputed by those who may, otherwise, have endorsed it. The policy- 
makers need more concrete standards to guide him in setting proper 
lim its to free action of farmers and those with whom he may have social 
and economic intercourse. What should be the goal _ of agricultural 
policy ? This question is so important as to be dealt with at length for 
an explanation and elucidation of the main props of agricultural polity. 
But first should be resolved the conflict between the individual and 
•social goal of agricultural production which, verily, is the maximisation 
of communal welfare and not only profit-making by the individual. 
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It is not quantitative measurement alone that matters, for that ma) mean 
an insistence on the increase of production of such bulky articles as do 
not prove useful to the consumers or the society Human welfare, 
being the accepted article of faith, human preferences are expressive of 
the welfare of the community Valuations, put on different commo- 
dities are, more or less, expressive of the intensity of their desires, or 
“effective demand hence the principle, that the highest value of 
agricultural production should be the goal set before the peasant It 
may be pointed out that while farm produce may be greater, the eco 
nomic well being of the people may not improv e this is possible with 
heavy duties on the imported goods with the consequence that the 
prices mav register an incline without benefiting people or increasing 
prosperity It is necessary, therefore, that the national and the indm 
dual points of view be reconciled instead of these being in conflict and 
one supervening the other In the first instance, Labour and capital 
should be properly allocated among different industries so that the fac- 
tors of production be equally socially productive ever) where Proper 
adjustment should be the first pre requisite to a better distribution of 
national welfare Product!* e forces should be equitably distributed, 
in order that the conflict (in the sphere of agriculture) between these 
interests be resolved This conflict may relate to the choice of crops, 
intensity of cultivation, control of weeds and of diseases, choice of live 
stock, quality and quantity of farm products sold, conservation of land 
and social economic welfare of different classes An individual peasant 
may like to have certain crops and livestock but this mav not be in 
accord with national interests , he may prefer to suppl) opium but this 
step may be inadvisable National requirements mav call for intensive 
cultivation, even though the peasant may not favour it Similarl), while 
one may like to withhold a part of the stock (in order to raise prices for 
obvious reasons) such a decision may be opposed to national interests 
Also individual and national opinions and preferences in several other 
spheres may conflict We shall notice how to resolve these conflicts 
fhospectjve and present output 

A conflict raa) also arise in the matter of presen' and pros 
pective production, the individual maj onl) think of the present 
and of the near future production While national interests may 
regard this as insignificant from the wider angle, the more important 
aspect may be that of prospectiveness Hence must be weighed 
the relative importance of the two, and discov ered the circumstan 
ces in which the present productivity is of greater importance than the 
prospective one In a national emergenc), the present output ma) be 
of immediate import and the sole consideration rather than the long 
term ones, e g in times of war, the greatest stress is placed on the mavi 
misation of the present national output, while the individual ma) like to 
create temporar) shortages in order to raise prices and reap gams there 
from When shortages persist, national requirements would be to 
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produce the maximum while individual farmers may like to create a 
•short-run shortage so that prices may be levered up still further and vain 
in monetary terms, increased. This is where the individual and national 
interests conflict in the sphere of present and prospective producing 
policies. And still,- in one other respect, the present interests have to 
be relegated to the background, the peasant must so plan his production 
that he does not exhaust his soil of all its powers of cultivation for the 
future. The soil must remain capable of continued production, pros- 
pectively speaking, too, otherwise, the loss to national interests may 
■be incalculable. Under absentee landlordism, it may happen that due 
to rack-renting, the farmer tenant, bent upon getting the maximum from 
;the lands which he has leased, on an exorbitant rental, cultivates 
.such crops as may drain away the full properties of lands and farms and 
deave them very much poorer than he found it. This is a usual case, and 
one which we frequently come across in lands where this form of ex- 
ploitation still prevails. From the prospective point of view, the exploi- 
tation of land so as to impoverish its productive powers is 
rather shocking. Hence, even though the temptation to serve his 
present and immediate interests be strong, it would be damaging to 
the nation if the prospective view did not prevail. With the prevalence 
of the present and immediate interests, the business of the farmer 
•could not only be of little value to national well-being, but also damage 
the peasant, in that he would suffer in the not very remote long-run, 
in point of decreased productivity and depleted output. 

Maximum Long-run Productivity. The guiding principle of farm 
production is the law of maximum long-run productivity. Maximum 
production is the goal, in so far as the production aspect goes. Under 
a system of national economy, economic self-sufficiency may be the 
objective, at least in respect of the primary necessaries of life. 
JBut stretched to the extreme, this policy results in producing only the 
necessaries of life to the exclusion of comforts and luxuries, so essential 
to balanced living. Likewise may also be the preference to produce 
soldiers and ammunition rather than agricultural products. This policy 
may be agreeably practical but only in a country with large resources 
and large areas, both in respect of farms and equipment. But in the 
•case of one, not so gifted, this may remain only a distant cry which 
•could not be implemented. Therefore, the policy that could suit, without 
involving the nation in a maze of self-sufficiency (not ruling out some 
-sacrifice on the part of the nationals and a lowering of their standards) 
would be that of achieving maximum long-run productivity. True, 
that consistent with the strategic needs of the national policy, would be 
to achieve as much self-sufficiency as it be possible without injuring 
national living standards. But in actual practice, this policy may prove 
•to be of benefit to the nation. Without stretching this point further, 
we may discuss this law. The one objective of agricultural policy is to 
maximise production, so as to (incidentally) fulfil, at least partially, the 
•objectives of self-sufficiency, involving the procurement of the 
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maximum necessaries of life The primary necessaries are supplied by 
agriculture and the maximisation of its output would bring about greater 
self sufficiency than the maximisation of outout in any other sector 
The law holds good not in respect of the maximisation of output for 
some time, t e the immediate future only, but m the prospective long 
run, too Implicitly, the law stresses the fact that the soil must not be 
depleted all at once, so that it js rendered useless for future, but that 
it should retain its productivity and be able to yield equally good 
crops in the future, too Ihis law is expected to point the way to 
increased agricultural productivity and the maximisation of output 
The highest long run average value of the total product of agriculture 
may be taken as the goal, when we look at agriculture from the 
standpoint of maximum efficiency and productivity for the nation 

Shortage! and Surpluses Production policy should take note of 
shortages and surpluses In the real sense, there is never a surplus, for 
the simple reason that demand always remains unsatisfied (or partially 
satisfied) even in “surplus” country This may be less true of agricut 
rural products, for there is alwa\s a limit to human capacity in consump- 
tion But even in this case, never is a stage reached, when demand is 
completely satiated in respect of the article in question Hence absolutely 
speaking, the possibility of a surplus may be ruled out Still, we do 
speak of this in the sense of the inability of demand to take off 
the articles at a certain price, which is not very’ high A strplus would 
be said to have been created when the “fair price” is unable to absorb 
the whole produce marketed Production policy has to be awate of 
surpluses and assure that these, arising out of excessive production, 
should be avoided as far as possible, for they represent a waste of 
human energy and resources In the next section we shall 
talk of the method of achieving adjustment, but it may be observed here 
that surpluses could be fought out in iuo ways by giving information 
to farmers m advance about the trends of production and by providing 
for storage facilities The former would not let these be created 
while the latter would keep them for an opportune time, its 
efficiency depends upon the efficiency of the administrative machinery 
Still another method is to bring about an equitable distribution t 
this depends upon the efficiency of the mean softransportand their cheap 
provision Shortages are more difficult to fight, for it takes quite some 
time to grow crops and other farm produce, the time factor is of grc* 1 
importance m this sphere (A shortage may be said to ha\ e been p rCC1 
pita ted when at the prevailing price supply falls far short of demand) 
In times of shortages, the supplies must be equitably distributed* 
as that would mitigate their seventy Another method would 
consist in adopting anti hoarding measures to dig out underground 
stocks The point to be restressed is that the national production 
policy, as also the efforts of a conscientious peasantry be directed 
to anticipating shortages and surpluses and producing accordignly, 
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they produce more of commodities -which are expected to fall short 
in supply, and less of those which could create a glut; this re- 
quires very thoughtful planning ahead of production and is quite a. 
hazardous task for the peasantry. 

Limitations and Conditions. Some articles can be profitably pro- 
duced in limited quantities and not in sufficient abundance to satisfy 
the national demand. This is because these require a special type of 
climate and soil. Examples are wool and fruit, which could not be 
produced everywhere, but only in specific regions. Proving to be 
strong competitors for agents of production, they utilise them to the 
exclusion of others. It is in these cases that policy is accelerated to 
securing their imports from abroad in order that soil and other resour- 
ces may be released for the production of other commodities. It ma y, 
however, be profitable to produce these at home; in this case, it would 
be wise to weigh the costs of production at home with those of importing 
these; and assess the good that would accrue by diverting land (and other 
agents) to other uses. Wherein the comparative advantage lies, that 
course of action may be adopted. But if soil and climate are so specific 
(this can be true of the agricultural sector) that no other crops could be 
grown, then the switch-over should not be forced, as that would mean 
a loss to the nation. Mention may be made here, of an extended case 
of this type : certain types of commodities alone may be produced on 
certain farms and not all the assortments of goods that the national 
resource could profitably produce. The best policy would be to produce 
that assortment which has the greatest maximum advantage, and leave 
others for being imported . Supplementing agricultural production, when, 
absolutely necessary, should be the policy that is the wisest to follow. 
In short, the national policy should be directed to securing the maximum 
well-being of the people in the generations to come. Applying this 
test to various conditions under which it is desirable to encourage farm 
production, into those channels, (in which the peasants have found it 
profitable to initiate it), we have to examine contributing causes,. 
e.g. the lack of knowledge and skill on the part of the farmers, or the low 
profitability of the enterprise. All these things could be set right and 
production diverted to the desired channels by the diffusion of knowledge 
and training, or by subsidising peasants for undertaking that production' 
as is favoured by the State. These are some of the salient features of the 
policy for directing farm production so as to assure maximum' 
long-run productivity under conditions of competition. 

ADJUSTING farm PRODUCTION 

Methods are designed to adjust farm production to the changing, 
pattern of the economy. This change could have several aspects, trends,, 
cycles, inventions and consuming habits. All the various subjects 
of change would be considered in a separate chapter on Agricultural 
Fluctuations, but at this stage we tackle the problem from a general. 
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point of view Changes coaid be in terra l, like those m agricultural 
technique, or in weather These would be examined in the light of the 
(principles enunciated here The statement of the problem would 
.be descriptive and stress laid on the methods of adjustment rather than 
an analytical explanation of the same Most important adjustment is 
from the angle of th- market, for without such an effort the peasant 
stands to lose, even if he be disinterested m markets, as the fact 
remains that the market forces do influence him, he could never be 
usolated from the rest of the economy And then the market mechanism 
11s interwoven into the economy and a change (e £ commercial) affects 
even distant prices, which m turn, influence the peasant, even if he is 
(practicing subsistence cultivation or running his farming enterprises for 
(the benelit of his family The more perplexing changes for the farmer 
are from the market, for little does he understand the market mechanism, 
and the forces underlying its working Another fact is that agriculture 
does not readily and easily respond to prices and markets as does indu« 
itry The necessity of adjusting farm production to a changing world 
as necessary in order to avoid the avoidable fluctuations harmful to the 
peasant in patticular and the society in general The baste disturbances 
(to be discussed in a chapter below) ate severer than visualised and could 
hardly be tackled in an ordinary way When we discuss the structure 
and working of the price mechanism we shall also notice how the same 
mechanism adjusts farming to public and national needs 

Tbeon of Adjustment The first step to an understanding of the 
theory of adjustment is the correct assessment of the way « which this 
us brought about in the economic sphere in general Equilibrium 
■is established by the forces of demand and supply , which settle prices 
Working of this equilibrium may be illustrated by taking the case of 
ifalling prices Assumptions are good knowledge on the part o f the farmer 
and dealers and the freeplav of competitive forces in that arena Bearing 
(this in mind, wre could visualise the consequences rf falhne prices 
(production would shrink though the immediate impact may fall on the 
jproducer inducing him to curtail the supplies And then prices would 
again rise to the original equilibrium level In the event of rising prices 
•the law of demand operates and (demand having shrunk) the 
original prices may be restored Now looking at the same problem 
tfrom another angle, we discover that the surplus is likely to be neutra 
Uised by prices falling and suppliers withholding supplies , and demand 
-raising prices to the same original level All this looks to be automatic 
but in actual practice it need not be so, for various complicating factors 
enter into these calculations In the event of prices going down pro- 
ducers are expected to adjust their supplies restoring the same old 
equilibrium price And in the case of rising prices, the buyers are sup- 
posed to restrict their demand and the prices fall to the same old level 
This is too simple a statement of the situation to be in comformity with 
actual condition or prevailing economic practices There is always * 
time lag in the working out of the responses, supposedly thought to be 
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working themselves out, in an automatic fashion. Then it may not 
always be possible for farmers, in particular, to restrict their supplies. 
We describe this situation by saying that agricultural supplies are rather 
inelastic. Similarly, in the sphere of demand, consumers’ purchases 
for agricultural products may not be quite responsive, demand is also 
rather inelastic. Thus the adjustment to changing market needs and 
forces may be rather slow, if at all there is an impact. And then the 
peasant may not be quite aware of market conditions. Coming back 
to our theoretical premise, we have to make allowance for monopolies, 
which may also hinder the free-play of the competitive forces. The 
monopolist may resort to product differentiation and discriminating 
practices, thus setting at nought the market forces. And the perfect market , 
on which all our assumptions are based, may only provide us with an 
academic model; freedom of competition is limited in actual prac ice. 

Adjustments in Agriculture. Applying the above conclusions to 
the sphere of agriculture, we find that adjustment is not so easy in the 
agricultural sector, nor the farmer so capable and efficient as to 
adjust farming to the changing market needs. Conditions of pure 
and perfect competition do not prevail in this sector : in agriculture, 
strangely enough there is greater and better prospect for bigger crops 
selling than for tne smaller ones; the marketing costs for the bigger 
crops are, relatively speaking, not very much higher per unit of the 
produce, while ■ for a smaller produce, these costs may be rather pro- 
hibitive and prospects of its disposability much reduced. Another fact 
is that the agricultural costs and supplies are inelastic and, therefore, 
unadjustable easily to a changing situation. Short-run increases in the 
supplies of agricultural produce will only be possible by the use of more 
fcrtili2ers and by a shift to more intensive form of cultivation. An 
additional consideration is that the cost storing the farm produce 
is rather high for it is rather perishable. This factor alone is responsible 
for non-adjustment of farm produce to changing market conditions. 
The long-run increase of farm produce is possible by making new 
capital investments, such as improving the methods of production and 
by using more and better equipment of the modernised type. Also, 
once agricultural production has expanded it is very difficult to contract 
it; and once it has contracted, it is rather an uphill task to expand it; 
expansion and contraction are much difficult to bring about in the realm 
of agriculture. But it may, as well, be pointed out that contraction 
takes place in the case of individual products rather normally, probably 
due to the operation of the law of diminishing returns. And the farmers 
do not respond to market changes so sharply, for they are not quick 
to act rationally. In fact, they are influenced by the prices ruling 
in the previous year, or those at the time. They are not so well 
informed as to anticipate market trends correctly. Weather, too, 
influences them. In agriculture, there are some products that are 
more easily adjusted to market conditions than others, this may be 
18 
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due to their having a shorter production time span, or their being more 
manageable from his angle One crop farms do not react to changes 
in the same manner as do the diversified ones for if the prices of single 
crops fluctuate these farmers stand to lose more than those harvesting 
the diverse enterprise farms And lastlv , the fanner could not possiblj 
foresee weather changes, umess guided by experts 

Methods of Adjustments We now set out to study the methods, 
which if followed, would enable the farmers to adjust their production 
to the changing pattern of the market and the forces operating therein 
In the first place, he must be cognisant of these, for without this aw ate 
ness, effecting a change may be well nigh impossible Hence, they should 
be more fully awake to the behaviour of prices than they usually ate 
This requires of them to make better judgment about the behaviour 
of prices than they normally do They could also be better equipped 
with this know ledge bv the state or other public agencies In order to 
reduce waste sn agriculture, the government should come forward to 
supply information in a manner more acceptable to them Also the 
process of adjustment is greatly accelerated, if the farmers and those 
responsible for production in agriculture, do more planning and do it 
more deliberately This planning should be m regard to crops 
to be grown and the enterprise to be followed in the next season, 
and the quantities to be produced Planning should not only 
be quant ttatne but also qualitative In making plans, (which must 
be chalked out at the beginning of the cropping and the planting seasons) 
the farmer must take into account the prospeem e costs of farming 
The reason why this price cost calculation must only be prospective is 
quite obvious the produce could be sold only after it is harvested 
(and that too, not instantly), the net income and the net output would, 
therefore, be of a prospective nature and not of momentary significance 
If this vigilant judgment and control ts exercised, the farmer is hkeh to 
be rewarded by a more quahtativeadjustmcnt and better responsiveness 
to the fact of change More data may be required by the peasants in a 
more accurate manner Lest it be thought that this frequent changing 
of the pattern of agriculture m the light of the various changing aspects 
of a dynamic system, is inadvisable, it must be borne in mind that the 
above suggestions do not in any manner advocate a continuous chang 
ing of programmes It would do if the major programmes are altered 
at intervals of two or three years, while the minor changes made 
from time to time It may also be noted that the peasant’s judgment 
is not the best guide, for he may be unable to adjudge and interpret 
v arious factors, forces and data correctly He needs expert advice 
w hich should come from public agencies, who could afford to employ 
the experts In the light of this he could arrive at correct dcci$t° nJ » 
still his decisions in a free economy must be taken as entirely his own 
The farmer manager would be well advised to keep a record of cha°B es 
made by him from time to time and notice that impact on his caterpr» e, » 
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so that he could arrive at more correct decisions in the light of his pre- 
vious experience. The test of making these adjustments is twofold : 
firstly, how far the intended adjustment is going to be in accord with 
market trends and the economy; and secondly, how far the alternative pro- 
posed is remunerative, i.e. the most remunerative of all the alternatives 
before the peasant. We shall have occasion to appreciate the implications 
of price-forecasting and adjudge the efficiency of the machinery, usually 
set up for the purpose, but suffice it to observe here that the only way 
for the farmer is to place his reliance on public (expeit) agencies making 
forcasts of prices and crops. And, above all, the provisions of state 
guarantees would also make the situation perfectly safe. 

Farm Tjpes and Adjustments, This aspect of adjustment goes with 
types of farming and products. In the highly specialised one-crop 
farm, the process of adjustment is the slowest. It is not possible to 
make adjustments on this farm, except by reducing supply; and even 
this step is difficult to take, in view of the fact that the crops already 
grown must be thrown on the market. In the case of prices getting 
low, the only thing that could be done by him (who correctly anticipated 
this change) would be to reduce the expected crop by less intensive culti- 
vation, or else leave a part of the crop unharvested. If, however, that 
change is anticipated before the crop is sown, a part of the soil may 
not be sown, or sown with alternative crops. Similarly, on the farms 
specialising in livestock work, expansion is limited in the short run by 
supply of feed and fodder with the farmer, and contraction is limited by 
the extent to which he could withhold cattle produce from the market; 
or the rate at which feeding could be reduced, but the output falls off 
relatively slowly. Culling could very well be another alternative. Still 
another method may be to change the feed composition as between 
roughages and concentrates for that would bring about a different yield. 
Details could be worked out, the market demand and variations esti- 
mated. On the general farms, the opportunities for such adjustments 
are greater. The acreage of specific crops and the number of cattle 
could be increased or decreased as relative prices change; the amount of 
food and labour may be varied from year to year, depending upon 
price ratios. If the long-term and permanent changes are expected, 
the farmer may justifiably make larger adjustments on the basis of 
unusual circumstances. But speculative changes may often result in 
severe losses as suffered by him. But if changes take place out of 
season, the only thing that the cultivators could do is to wait and 
watch till the next season, while cattle farmers could bring about 
variations in the yield and nature of their produce. The bigger and 
the more successful farmers could effect changes much more easily 
than those with limited means. And anything like an overall shift in the 
seasonality of production would make farmers put in more intensive 
efforts to adjust accordingly, with the result that production 
increases though the costs of the same- also rise. With persistent 
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technical changes, levelling of seasonal product on may be possible 
No definite suggestions could be made except to state these general 
principles even these conclusions may be modified in the light of 
special and unusual circumstances 

Local and Special Adjustments So far the assumption was that pto» 
duction is for the market But more often than not, farm production 
is for local consumption only A nearby city may be the market con- 
suming a major portion of the produce from the local farms Usually, 
local producers have local markets, in whole or in part, as is the case 
in the transport of produce (and its perishability) as also their intimate 
knowledge of local markets Also these peasants do not produce arti 
cles of a standardised type or of very high quality with which to compete 
In the mofussil markets Adjusting to this market is difficult Expansion 
is possible as long as local market is in deficit Vegetable production 
is different, for it tends to be erratic m itself and is based on anticipations 
01 past seasonal experience. Most local producers take to this as a side 
line and drop m or out according to their expectations derived from the 
past And this is the group that hardly adjusts to changing markets 
A different situation might arise when local producers fail to supply as 
much as the local markets demand and the consumers use In certain 
cases, cities have grown far faster than local produce Or the produce 
may not have been raised by modem techmqucs In such a situation, 
the first step is to obtain the necessary facts about consumption, supply 
and price trends and then act Special markets resemble a commercial 
firm giving special brand names of a certain make Opportunities of this 
kind exist Some farms could dispose of their surplus produce by the 
mail order system though this is unusual But greater attention is usual 
ly paid to the development of special markets by means of Co operative 
endeat our rather than by individual effort This raises problems relating 
to a study of the market mechanism Summing up on “adjustment 
to changes in markets, we think that these could be of a large variety 
One thing is clear and that is that the process of adjustment is tardy 
specially m farming 


AGENTS OF PRODUCTION 

Having discussed the main problems relating to the production 
of agricultural goods, we now proceed to deal with the agents of 
production Production is a combined effort on their part A dis- 
cussion of the role, each of these plays in production, would be the 
subject of the following chapters It is difficult to classify these factors 
satisfactorily We follow the customary classification for reasons of 
clarity of analysis Important theoretical results follow a clearer grasp 
of the facts about agents of production which are of superlative import 
when we attack the problem of the combination of productive factors 
Indistinguishably do these factors work in co operation with different 
results, often according to ratios in which they are combined Interest 
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ing it is to note the results of these combinations. Again it may be 
pointed out that this classification exists only in theory, for in actual 
practice, even land, though regarded as a separate agent, has been highly 
capitalised, and is no longer purely natural. Difficulty of coming across 
pure agents is not peculiar to agriculture, it is marked in other fields of 
economic activity : still, economic analysis has traditionally proceeded 
on the basis of this classification. Hence, in spite of the many difficulties 
of detecting the pure from the composite agents, we follow this, due 
to its contribution to theoretical analysis in agricultural economics. 
\\ 7 ith these observations, we give an introductory and brief explanation 
of the agents of production and their role in an agricultural economy. 

Agents and Factors. A distinction is sometimes made between the 
agents and die factors of production. Benham suggested that the for- 
mer term should be used only for groups of productive factors, while 
the latter, with reference to various producing constituents. The latter 
term may be used loosely to cover all types of machinery, labour, land, 
etc. Factor refers to each of die implements of production as a separate 
entity; each labourer is a factor. From this angle, there are many 
thousand factors of production. But the term “agents of production” 
conveys the idea of a group of several productive factors, belonging to 
collecdve categories and not as individual factors. All the agents and 
factors of production combine to get the desired result, i.c. enhanced 
production. We prefer to use the term, agents, in our analysis, for die 
reason that this term would provide us with an easier apparatus of study 
of agricultural production. It would be humanly impossible to get 
acquainted with myriads of productive factors, if we chose to adopt the 
analysis in terms of this latter classification. Hence, agents is preferred 
to factors. We do not intend making a specialised study of certain 
selected factors for that would be discriminatory on our part and also 
make this analysis rather partial. No use would, therefore, be served 
by attacking the problem in this manner. The practice of grouping 
together the various productive factors from the functional viewpoint 
has been adopted here. 

Enumeration and Classification. Turning our attention to this clas- 
sification we find that it has been customary to enumerate the agents 
as land, labour, capital and enterprise. This fourfold division 
is taken as comprehensive enough for the present analysis, as it 
provides a basis for a full categorisation of the factors. A functional 
classification' is regarded as covering all various factors. It is 
possible that certain productive factors may belong to more than one 
category, for example, land as well as capital, or it may be labour 
and capital simultaneously, for it may be able to perform more than 
one function. In fact, these factors may be specific or non-specific. 
The specific factors are those that are not able to perform more than 
one specialised function at one time. A plough could only be used 
for the purpose for which it is meant; it is specific', while a certain 
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piece of land could be used for several purposes, and hence, non specific 
Not that only land could be thus used, there arc all other factors, 
which could be similarly used Again, it is not land that could be used 
only non specifically , even It could be specific, t g black cotton sot 1 
The point is that the specific productive factors could not be used 
except for the purposes for which they are designed, while the 
non specific ones could be employed for as many purposes as 
possible One thing that must be very clearly understood at this 
stage is that no factor of production is either purely specific, 
nor purely non specific All factors of production are mixed types 
Still another classification groups them as nomogeneous and diverse The 
former belong to the same family and are often used in the same 
fashion, they are qualitatively of the same category But the latter 
come ftom different classes In actual practice, minor differences, 
as detected in the characteristics of the same, may be ignored 
and (if their major and vital qualities are essentially the same) they may 
be described as more or less homogeneous But if these factors differ 
as to their major qualities, they have to be labelled da erst Homogeneous 
factors of production are interchangeably used, while the others are 
of a specific character and not usable interchangeably Another impoe 
tant classification is divisible and indivisible factors This nomenclature 
has been relied upon by some economists to account for the laws of 
returns Divisible factors of production are those which can be split 
up into smaller and smaller units, while the indivisible ones trould 
resist such an attempt they have to be treated as complete units, 
and applied accordingly These are economical if fully employed, 
but should that not be the case, they often prove to be quite expensive 
The divisible ones on the other hand, may be adjusted muse as ptoduc 
tion contracts or expands The indivisible ones could not be so varied 
This classification has to be borne in mind when vary ing production, 
in the sphere of farming Regarding agents of production we haie to 
appreciate their functional character, te the functions that they dis 
charge But more of this categorisation below 

Lund, Labour, Capital and Enterprise Agents of production have 
customarily been divided into four categories of land, labour, capital 
and enterprise This enumeration is based on the functional ana 
lysis Ir is, therefore, necessary to anahse closely the rations 
functions that each agent does perform before we could fullv dif 
ferentiate between the same Land is not only land, as commonlv 
understood,, it includes a.U. tiue factors, of natural endowment. Land, 
in this sense, would include climate and topography , soil and its slope, 
altitude, situation, etc Land also covers farms and fields, their fcrt* 
lity and such natural properties. Labour means human resources, which 
the farmer may use in the process of production Farm labour includes 
the labour of the farmer’s family and the hired labour that he may use at 
times But one distinction needs to be made in this connection labour U 
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that work which earns some remuneration, work done free is not labour. 
In this sense, free labour that is put in by the members of the farmers’ 
families, is hot to be taken as labour; still, it may be maintained that the 
farm family contribute to the farm work in the expectation of a better 
reward in the form of an increased output: hence it may be pertinent to 
regard this as labour. Capital includes all such factors as assist in the pro- 
cess of production and thus the produced ones, except land or labour. 
It covers money investments in land, implements of production and 
farm machinery. Capital is, therefore, a comprehensive term and an agent 
inclusive of vast multiplicity of factors of production. The term equip- 
ment is used for all the implements at the disposal of the peasant. \\ ith 
increasing mechanisation, the significance of capital goods has become 
more relevant to productive processes. And capital in its various forms 
is being increasingly utilised by the farmer; but this should not be taken 
to imply that the backward farmer is deprived of the use of capital goods: 
he is using the plough, the scythe and the sickle, all of which could be 
described as capital. The last agent, enterprise, is also important from the 
analytical viewpoint. A distinction is sometimes made between enterprise 
and organisation. Enterprise, in this particular sense, means the job of 
bearing risks and facing uncertainties, while the term, organisation _ 
refers to management. The twin implications are that every farmer is 
both an entrepreneur and an organiser for he has to face uncertainties 
and do some management of the farm too. The above description of 
factors and agents of production should not be treated as exhaustive ; 
it need only be taken to be of an explanatory and descriptive nature. Still 
this is of particular moment to this study. 

Natural and Human Agents. Having discussed the functional 
aspects of production, we now proceed to categorise them according 
to a nomenclature, which though not analytical, is still of special signi- 
ficance in that it refers to another aspect of production. Agents 
•of production may be described as natural and human : this descrip- 
tion speaks of the resources of production, when classified as agents of 
production, as natural and human ones. Natural resources and agents 
of production are of special interest and importance to agriculture, which 
depends upon them for successful termination and completion of farm 
production. The natural resources, if they be of a qualitatively better 
order, are of a much better quality of agricultural stuff produced on 
land under cultivation, and contribute substantially to its produc- 
tivity. Human agents include two agents, i. e. labour and enterprise, 
for the labourer and the entrepreneur both of them, are human. 
Labour is truly human in all its aspects, while organisation and 
■enterprise are human in that these are functions performed by man. 
Enterprise and organisation are mental labour performed by entre- 
preneur and organiser; hence they are also forms of labour and thus 
human agents of production. A third category may be spoken of as 
produced agents and non-produced ones. The produced ones include 
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all capital goods that the farmer uses, his equipment and machinery. 
Earlier, too, we spoke of capital as a produced agent of production As 
pointed out above, the produced agents are fast becoming mote 
and more important agents of production in the farming practices toda) . 
Still, another classification is suggested, t. e. primary , elementary and the 
secondary agents of production. It is contended that land and labour 
are the primary agents while capital and enterprise are of secondary 
importance. The argument is that production could not have been 
undertaken without land or labour, while other agents, capital 
and organisation arc dispensable. In fact, production could have taken 
place, even without the assistance of man, as m the case of fotests which 
have thriven without previous planting. On the other hand, in planned 
production, undertaken without capital and enterprise, some amount 
of capital and enterprise are necessarily employed. Even a simple 
and raw farmer thinks m terms of planning (which is organisation) and 
has to face some sort of uncertainties (a form of entrepreneurial func- 
tion) and that some amount of capital is indispensable to the carrying 
out of production, as no agriculture is possible without seed (a form of 
capital) and elementary implements. Hence, this classification is not 
scientifically correct, for it confuses the issues, and on examination, 
proves to be only skin-deep. The first classification is a little better, 
if to the threefold categorisation, we also added the fourth one 
that of animal resources, which from the farming standpoint are of 
paramount significance, especially m backward regions. 

Agents in Co operation Having understood the implications of 
the nomenclature of productive agents, we proceed to examine their 
behatiour in co-operation, without which production is well nigh 
impossible Agent* have sometimes to co operate in set and fixed pro 
portions as also in variable proportions. If they co operate and combine 
in fixed proportions, then their ratios could not be changed without 
loss to the productive process and its efficiency . But if the proportions, 
they are to combine in, are not rigid nor fixed, the combination in iana* 
bit proportions may not prove injurious to productive efficiency But 
the fact remains, that without theco operation of the agents, the process 
of production may not be completed and nor be it possible to initiate 
production In the case of land, the distinctive characteristic is that it U 
rather fixed in quantity and the other agents and factors have to be adjust- 
ed to its needs and productivity. Bearing this m mind, we shall deal 
at length with the problems of combination of productive agents. 
But it may be pointed out that the significance of this process is for 
the peasant to appreciate, for it is he who has to see that maximum 
efficiency is attained He has to assure that the ratios m which these 
factors are combined are such that the target of maximum productivity 
xs attained and the best got out of them. The test for “optimum” com- 
bination is that productivity is attained to the maximum possible 
under the circumstances. Co operation of these factors also depends 
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cn the availability of agents for otherwise some makeshift arrangement 
is made and the scarcer factors combined with the more abundant ones. 
It has to be borne in mind that certain factors of production may be 
essential to production and, its most important and indispensable 
part; without this production could hardly be carried out. Ther 
essentia! factors of production are combined with the non-essential ones. 
Often the essential factors and agents are scarce, for these are in 
great demand, while the non-essential ones could be dispensed 
with and need not be economised. This thing has also to be taken 
into consideration when talking of their combination. This preli- 
minary and elementary survey of the problem is an essential pre- 
requisite to the understanding of the problems peculiar to each 
individual agent: this we shall study singly and in detail below. Suffice- 
to repeat here that without active and close co-operation and integra- 
tion of the agents of production, it may not be possible to have- 
production initiated and completed, even with the best of intentions. 


Factors in Productivity. One thing more to be noticed is that these- 
foctors are productive, only when they combine with others. By them- 
selves, they are hardly productive, and or at best their productivity is- 
very limited. To achieve high productivity, the factors must be com- 
bined in correct proportions, i.c. in the optimum ratios. For example, 
a labourer is not efficient (productive) if he does not combine his 
efforts with equipment that should be placed at his disposal. A highly 
productive machine would lie idle unless operated upon by some effi- 
cient and good operator. Hence, the efficiency and productivity oF 
agents and factors of production could not be spoken of in isolation. 
Factors of production, to be productive, must seek active co-operation 
of the other factors employable in the productive process. The produc- 
tivity of a single factor depends upon that of other factors with which 
it combines and co-operates. There is also one more aspect; that is 
the integration aspect. In the event of good integration, the pro- 
ductive index of each factor would be high. But if fitting in is defec- 
tive, these factors would lose in respect of their productivity. Hence- 
fitting in should be done in a very integral fashion. It is a problem in 
management and organisation, and the wise manager would exert his 
utmost to realise this integration. Another thing, to be considered is 
about the fullest utilisation of each factor, i.e. its' fullest employment. 
Productivity of a factor depends on its fuller employment as also that 
of other factors, working with it. In case, these other factors are notr 
fuily employed, this particular factor would be at a grave disadvantage- 
in that its efficiency may tend to fall off. There is also some amount of 
inter-substitution among the factors of production, and to the extent 
this substitution of one factor for the other is complete, (and correct)- 
in that the factor sought to be substituted for the other is of the 
right type, the process of production does not suffer; but if this is- 
not so, there is a fall in the productivity of that particular factor as also- 
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•of the other combining and co ordinating factors We have, m tha 
paragraph, thrown some light on the constituents of productivity fo 
ithe problem « ould crop up time and again in our discussions of the rol 
that each factor plays m agricultural production lest it be thought tha 
•one single factor could improve its productivity by itself or in isolation. 

SUMMARY 

Having surveyed the various aspects of agricultural production 
it is proper that we summarise the main points, made in this chapter 
Introducing the subject with an account of tanous basic concepts 
we defined and explained the terms production and output with thei 
-various implications Distinctions were made betu een gross and nt 
output, and production and output VJ hat agricultural output is composed 
of was also brought out in detail, for this was an important poini 
bearing on the subject in hand In the ne\t section was discussed 
the problem what to produce from various angles, individual and natio- 
nal, present and prospective \nd the conclusion was that th< 
prospect ne viewpoint was to be given greater weight than tht' prtim 
one The national aspect must find acceptance with the peasani 
rather than that he devotes himself to the satisfaction and pursuit of tht 
■narrow selfish and personal ends in the sphere of agricultural pto 
duction The law of maximum long run productmty was next enun 
ciated accordirg to this principle agricultural production should be the 
maximum keeping the long run prospective point of view We found 
on a critical examination of the law , that this principle finds w tde accep- 
tance as the guiding one m agricultural production to be followed by 
the national govecnm-nt and bj wise and conscientious peasant! 
This law was examined and modified in the light of shortages and jur 
pluses in respect of agricultural commodities, for the reason that in 
agricultural production time lag is very marked Wc noticed variouj 
limitations and conditions peculiar to agricultural production and us 
special characteristics In the next section, captioned "adjusting farm 
production, we attacked the problem of the adjustment of a farm to 
changing conditions of the market This section was marked by 
a statement and elucidation of the problems and principles of economic 
adjustment with their application to agricultural production More 
interesting, from our point of view, is a delineation of the methods 
of adjustment, which may be adopted by the peasant to adjust his pro- 
duce to the changing conditions in the market The problems of ad 
justment were also diseased in aspect of special types of farming that 
may be taken up by various farmers Local and special adjustments were 
also taken into consideration, without which the whole argument 
-would have remained incomplete In the next section, we made a 
distinction between the factors and agents of production and enumerated 
and classified them from the peasant's point of view We saw how 
•factors and agents of production act in concert, also how their mutual 
productivity is heightened thereby 
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CONCLUSIONS 

Distinctive conclusions were arrived at in the light of above 
■discussions, which covered 3 very wide ground. Various concepts 
bearing on economics of production were found pertinent to the 
field of agricultural production. Net output is important, both from 
the individual and the national points of view. Again, in the matter of 
production policy, we discovered that the individual and the national 
points of view may be reconciled with a greater emphasis on the accep- 
tance of the latter in times of stress and strain, also that the latter must 
supervene the former. It was also emphasized that production policy 
must be in accord with the principles of long-run maximum productivity. 
But to this a rider must needs be attached : that the agricultural system 
does not stand by itself in an isolated manner. Its production 
plan, therefore, must fit in with the general production plan and this 
integration must be as close as the one sought to be achieved in the 
matter of rhe combination of factors of production. Farm produce 
must be adjusted to the varying conditions on the farm but this must 
not be taken to mean that the peasant is always changing his sys- 
tems to the varying market needs, for that would be an impossible task, 
rather difficut to hazard. Hence, the variations that may be effected 
must be of a minor nature, in case these have to be recurrent, and of 
major character in case these ate to operate in the long term. Me- 
thods of adjustment must be such as to enable him to make change 
without much disturbing the whole range of productive forces, set in 
motion by him. The guiding principles involve a study of the theory 
of adjustment with application to the sphere of agriculture. In the 
■different farming systems, and in the case of local and special demands, 
the technique of production would differ as also its methods : in fact, 
these may have to be varied accordingly. In the section, “ agents of 
production ,” we had a preliminary introduction to the subject to be 
thrashed below. 

The Critique. This chapter sheds light on production policies 
which may be followed by the individual and the state, in the light of 
the special considerations involved and also as an end to agricultural 
production. From the wider national point of view, the statesman 
■should look at the whole country as if it were a single enterprise and 
notice what maximises national income and also calculate what the cost 
to the nation would be if the next better alternatives were followed. The 
most direct way is to set up national budgets of costs and receipts and 
expenditures with alternative production programmes. We do not, 
liowever, want to anticipate the points made in the chapters below. 
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Natural Resources and Land— Meaning of “Land ’ Fertility and Location 
Other Natural Factor* Irrigation and Drainage Functions and Character 
istic*— Natural Resources m Production Characteristics of Land Its Pune 
uons in Agricultural Production The Economic Aspect— Capacity of Farm 
Land Efficiency, Input and output Dimensions of Productivity Value of 
Land as an Agent of Production Diminishing Returns— The Eeonomc 
Explanation . Forms of the Law Assumptions and Limitations Application 
to Farm Enterprises Counter cling the Law Importance of the Law Margo 
of Cultivation Rents and Profits Land Management — Usage of Land 
Conservation and Maintenance Intensity of Cultivation Suh-marginal and 
Unproductive Lands Management Issues Land Improvements Natural 
Resources and Factors— Topography Climate and Rainfall The Geographical 
Aspect Physical Composition The Biological Factors Summary and Con 
elusions 

Usually, the farm worker performs himself the twin functions of 
the labourer and the entrepreneur, hence we need not accord a separate 
treatment to the function of the entrepreneur and his work Three 
main agents of production would be studied in this context land, labour 
and equipment (capital) We may make a reference to the work of the 
entrepreneur in the rural set up, but not as detailed as m the case of 
other factors and agents of production Without entering on the eon 
troversy as regards the work and the contribution of the rural entre 
preneur, we mi) point out here that the most important single agent of 
production in the agricultural sphere is natural resources or more 
commonly known as Land We shall, in this chapter, make a study 
of the various problems and issues related to natural factors and land 
though in the chapters to follow, we shall examine the economic aspects 
of land in the act of production In agriculture land and natural 
resources far outweigh other factors of production, for the business of 
agriculture is mainly confined to the usage and exploitation of land 
and the other natural resources, to which attention will be draw n pre 
sently Agriculture could hardly be a working proposition without the 
use and exploitation of the natural resources, just as industry, without 
machinery and labour It is, therefore, that we turn our attention to the 
discussion of land, before unravelling the problems connected with it 

NATURAL RESOURCES AND 1 AND 

We discuss how natural resources and land influence and determine 
the pattern of agricultural production A slight distinction may be 
drawn between, ' natural resources” and “land ’, the natural resources 
may be said to include all the different resources which nature has 
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bestowed on the farmer and the farming region, such as climate, topo- 
graphy and situation; while land may be strictly spoken of as land 
whether under cultivation, or not. Either is dispensable to the pro^ 
cess of agricultural production. In fact both land and natural regions 
form one single unit of productive agents and are to a great extent in- 
separable from each other. Without natural resources, such as topo- 
graphy and climate to assist land in its fertility and productivity, land 
would become useless as an agent of production. At the same time, 
without land performing its functions of production in a correct 
and efficient manner, the natural resources such as climate and 
location would be of little avail. Hence, it is that though visibly it 
is land (alone) that may be (seemingly) playing a more important 
part in the process of production, it is only in conjunction with 
other natural ' resources that the nature and character of agricultural 
operations as also the quantity of agricultural output is determined. 
It is desirable, therefore, to place these twin factors as inseparable 
from each other and then to view the problem from the agricultural 
angle. Indeed all types of economic activity require the assistance 
of natural resources and land to complete their production, bu t 
agricultural activities increasingly use land for the initiation of these 
operations. Agriculture makes the greatest demand on this agent of 
production. In ordinary parlance, land includes natural resource, for 
it is contended that when a man buys a certain piece of land, use transac- 
tion includes the use of air, sunshine, and rainfall all natural factors. 
This is true, but such natural factors as the locale of the piece of land 
and the special situation may vary from piece to piece and plot to 
plot ; these are purchased along with land; still there are 
certain other natural factors that are not so intimately connected with 
land under question, for example, the slope of the region and the direction 
of the winds are not purchased along with land. It is better, also, 
for reasons of clarity to regard these factors as rather separate in order 
that we may understand and appreciate better the implications of the 
same. But since land is the most important factors and the more 
important of the two, we initiate this survey with defining land. 

Meaning of ILand. Land, in the sense in which we use this term in 
this chapter, means not only the earth’s surface but also natural properties 
that are associated with it, namely, sunlight, climate and rainfall, etc. 
Factors of location and situation, fertility and reproductive powers are 
associated with it. All these adjuncts are to be included in land in so far 
as they contribute to the productivity of land and affect its use. It 
is often pointed out that much of the land today is capital-invested and 
should not be regarded as land but as capital. The contention is that 
much of the ’land is man-made and hence it is either the product of labour 
or capital invested in it by man. Be that as it may, the fact remains that 
man-made properties also behave like natural ones, or they would 
not contribute to the productivity and efficiency of land. The pro- 
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perties that man imparts to land by his w ork and labour and investments 
arc in accord with the natural ones * he merely reinforces thenC 
For instance, a piece of land that has been given a dose of fertilizers 
becomes more productive for the simple reason that this particular 
plot has its natural productive qualities reinforced by this addition 
for artificial nutrients behave in a manner nearly the same as the natural 
fertilising agents do Or they set in motion forces that aid natural agents 
and attain increase in fertility Hence, w e concede that land must not be 
regarded as belonging to the same category as capital, for that would 
confuse the issue Land must be treated as an agent of production 
distinct from other agents of production Land includes sods or plots 
cleared for the purpose of cultivation for the purpose of providing 
floor space for cattle or for their grazing grounds Land also includes 
natural qualities that are beyond man’s control and influence, and lie 
outside the scope of modification by him such as climate This is ubat 
we understood by the term land as used in Agricultural Economics 

T utility and Location Much importance has been attached to the 
twin aspects of fertility and location in the enamcranon of factors of 
prediction in the ‘natural resources group In fact those two are 
the roost important and inherent qualities of land The attributes tr> 
good land lie in fertility and location Indeed these arc the most basic 
rf the qualities of good land \ »and well situated is worth the bother of 
having it, as also a land w ich is fertile , on the other hand, land with 
low fertility and or bad situation is not worth a penny Hence spec at 
importance attaches to these twin aspects ofland Fertility is an over 
all term and includes sev eral other factors such as retention of moisture 
land and its soil structure In a way , it is an index of the economic value 
of land from the agricultural point of view I ocation is another 
constituent of land values, it informs us as to the situation of land the 
env ironmcnt it is located m and the place it is to occupy m the social and 
economic set up of the regional econonn It is possible that a less 
fertile region could be made more fertile and a badly located place, more 
centrally situated, by the improvement ofland and locale Bv adding 
fertilisers and nutrients to land, the less fertile regions could certawlr 
be made more fctile, and by the improvement of the means of transport 
the difficulties in the way of bad situation and location could certamlr 
be overcome All this is within the realm of possit lht./, but all this *ill 
cost a lot and even then the amounts of effort and money espende l in 
these may not repav ther selves in the lorm of gams achie ed 
A naturally fertile region of agricultural cultivation may be fat superior 
to another which has been artificially raised to that level, also a more 
centrally located and better situated plot (in respect of water resources 
and similar factors and accessories) may alw ay s remain superior to the 
one to which all these have been provided at some cost Fertility and 
location, therefore, hav e to be regarded as of national importance and 
categorised in the class of natural resources and land 
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Other Natural Factors. Among the other natural factors which 
may deserve special and separate mention, we might allude to topography, 
climate, slope of the land, and soil structure. While the last may be 
included in “land”, (the reason being that land, which is used for culti- 
vation is associated with the attributes of fertility, an important consti- 
tuent of which is soil structure) the others stand out as independent 
factors and must be thought of as distinct from land, but included in 
“natural resources”. Topography may be very important factor influenc- 
ing production on land and also responsible for the pattern of agri- 
culture; this was brought out in an earlier chapter. The other factors, 
climate and slope of the land are also important from the point of view 
of production and cultivation and do determine the character and 
nature of the productive enterprises. They have to be enumerated as 
such, for though they may be associated with land, they are not, strictly 
speaking, inherent in the properties of land, they are external to it. And 
in this enumeration, mention must be made of the factors like altitude, 
and distance from the sea or the place that a certain piece of land occupies 
in the landscape and other such factors. This is to give an idea of various 
natural factors proposed to be treated in this chapter. We may point 
out that these natural factors not only influence the productivity of land,, 
therefore, of agriculture, but also the outlook of the man behind the 
plough or the man responsible for the upkeep of cattle, for he has to 
act within the strict limitations of the natural forces and factors. 

Irrigation and Drainage. Land could be improved and made 
better suited for cultivation, if it is well irrigated and better drained. 
In certain lands, it is difficult to decide whether they are iands or pools; 
they are in need of proper drainage, while in the case of other lands 
which are often described as “dry lot”, the problem is that of irrigating’ 
them. Though these are artificial means of restoring to land, its 
natural fertility and the natural qualities, by eliminating the undesirable- 
ones, the point is that both these methods are useful in rehabilitating 
land and making it cultivation-worthy. Drainage is an important 
method of expanding the area of improved farm land. Lands which 

■ are lying along the coasts and rivers, have sometimes to be drained of 
the marshes and the swamps which are infecting them. We intend 

• talking about drainage at length in our section, “reclamation of land,” 
in the next chapter, but suffice it to remind the reader that most areas 
in the Dutch farm lands have been drained and made fit for cultivation. 

■ It is now recognised that drainage may go far to improve lands, already 
; under the plough and bring more areas under the plough. Irrigation 

is a very familiar method of bringing dry and arid lands under cultiva- 
tion and thus extending arable area. This is usually followed in nearly 
all the regions of the world to make up for the deficiencies of land,. 

• Various costly projects and plans are under implementation in India for 
, the initiation and extension of the irrigation facilities to the various, 
dry lands, thirsting for water. It is being claimed that with the. 
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generation of atomic power and its application to irrigation, it willbt 
■possible to irrigate esen the deserts which are at present unfit for tnj 
•cultit ational and other purposes But the fact to be noticed by us u 
that the extension of irrigation means the extension of the land under 
cultivation Also natural deficiencies are made up by drainage and 
irrigation, for land lsunfit forculuvation or for any other farming pu t 
pose if it is ill presided with water or provided with an excess of water 
It may be pointed out here that the purpose of this section has been to 
elucidate the role that the natural factors play m the agricultural sector, 
to bring out their importance and to assess the relative x alues of land and 
•other natural factors (enumerated above) for the agricultural operations 
and enterprises We have also, incidentally, mentioned the factors that 
.might aid the natural forces m their operation or make up for the natural 
deficiencies Assessed in th s chapter is the relative contribution of 
land and other factors to the furtherance of the agricultural activities 
And this preliminary survey is an important link in the analysis 

FUNCTIONS AND CHARACTERISTICS 

Turning our attention to the functions and characteristics of land 
•and other natural resources in the field of production, we find that 
they ate indispensable to agricultural production While it is possible 
tto economise the use of land in industry and commerce, it is hardly 
■feasible to do so in agricultural pursuits, if we wish to reap the best 
out of it True, that land could be economised with the introduction 
and extension of scientific methods and intensive forms of culture, 
but the fact, that this mav be not of a substantial character, 
needs to be noted We can raise larger produce from a smaller plot of 
.land by intensive methods of cultivation, still we could not dispense 
•with land altogether Land (and a minimum area of it) must always be 
required for the purposes of cultivation and even for other agricultural 
pursuits And then intensive forms of cultivation could not be 
introduced at will they do cost a lot and that way economy in the land 
use may be offset by the raised cost of farming Hence, a consideration 
of the most important functions and characteristics of land from 
the agricultural point of view would repay us In this section is 
v xewed the role of natural factors in production, non agricultural acd 
Agricultural as well For that is an important aspect of the place 
that they occupy in general economic production With this 
preliminary observation regarding the place of these natural agents 
in the general economic set up, we shaft assess the characteristics 
of land from that point of \ lew * this, again, is an important 
Jink m the argument as presented here In the next para are given 
the functions of land in regard to agricultural production • this is im 
portant for an understanding of the mam issues attending economic 
usage of land m the agricultural sector. Bearing this in mmd, we 
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assess the importance of natural factors in agricultural and non-agricul- 
tural work. 

Natural Resources in 'Production. Natural resources play a great 
part in determining the general economic outlook of the country, for 
they have an important say in the matter of agricultural production, and 
through that sector, have a bearing on the rest of the productive acti- 
vities. In regard to agricultural production, their place is very signi- 
ficantly of a conclusive character. The cultivation of certain crops and 
fruits could not be carried on in unsympathetic natural environ- 
ments: certain climates are a necessary pre-requisite for the cultivation 
■of certain crops. Similarly, topographical considerations might far 
outweigh others in the launching out of certain agricultural enterprises. 
It may be stated without fear of contradiction that the complexion 
of farming enterprises is determined and shaped out by the interplay 
of natural factors. In this way, (through the agricultural operations), 
the influence of the natural factors and resources is of great consequence 
for the national economic activities in general. This is the indirect 
bearing the natural resources have on the general pattern of the eco- 
nomy. But theix significance is not only of an indirect nature, they have 
a direct bearing on the pattern and design of the non-agricultural acti- 
vities. In a country where climatic conditions are forbidding, the 
nature of industrial activities may be indoor for it is not possible 
to work outdoors. Where climate is tolerable, economic operations 
are often mostly of an outdoor nature. In the hilly tracts, the mode 
of economic pursuits is altogether different from the one followed in the 
plains. Along the coastal areas, the nature of professional pursuits 
is significantly local, typical of the coastal regions. It can be safely 
concluded in the light of this analysis that the occupational set-up of 
man is largely determined by forces of a natural order. It may be con- 
ceded that the recent scientific advancements have conquered the visibly 
invincible forces of nature, but the fact remains that nature still domi- 
nates the sphere of man’s occupational distribution, as the cost of instal- 
ling such apparatus to enable man to fight out nature completely 
is very costly indeed and such installations are only peculiar to the richer 
and the more highly industrialised sections of the world economy, while 
the backward and the transitional economies follow the dictates of nature 
to a very large extent. In still another manner, the natural forces and 
resources affect the natural economic pattern. In the absence of certain 
natural resources, advancement is much hampered and of a 
different complexion than what it would be, with these resources 
at hand. If certain minerals are available, the industrial and commer- 
cial set-up would be different from what it would be otherwise. We 
have seen how tapping of the oil resources in the favoured regions has 
made their economies very much flourishing. Hence the irresistible 

19 
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conclusion is that the economy of the country is much affected, directly 
and indirectly, by the natural resources, including land (and its distri- 
bution among various uses) and whether those natural resources are 
or not correctly utilised in that economy 

Characteristics of Land Land has some important characteristics 
from the points of view of agriculture and of economics. The more 
distinct are the following land is, more than any other factor of pro- 
duction, subject to the law of diminishing returns, secondly, it is scarce 
m quantity, and thirdly , it is heterogeneous in quality A discussion of 
the implications of the law of diminishing return in its bearing on the 
economic activities m general and the agricultural activities in parti- 
cular will follow in a separate section, suffice it to say here that though 
other industries also experience this law at a later stage, agriculture 
docs so at a very early stage of its operational routine The 
general statement of the law points to the fact of the general trend of 
successive doses of labour and capital input to result in diminishing out- 
put for additional units We must, for reasons of clarity of thought, 
postpone the discussion of this law to a later section, %hete we study 
its fullest implications in respect of agricultural conditions and of the 
economy in general The second characteristic is that land is limited 
in quantity, the point that needs to be emphasized is that v,hile other 
factors are capable of increase by man, land is not so easily 
subject to this action. Land is not reproducible in the same sense 
as the other factors of production are In a way, labour is also repro- 
ducible, for by following a certain population policy increase and 
decrease of population could be brought about by the State 
or the planning authority. More land can onlv to be added to the 
stock already m the present-day world by means of reclamation 
procedure. The possibilities of reclamation are not inexhaustive : 
they are very much limited in the present-day world, hence, too, and is 
limited. The quantitative limitation of land has a two fold implication, 
m the first place, the land area of the world is by itself limited and 
secondly, large sectors of the World’s land area are of no use for 
agricultural operations. The first point is self explanatory, the total 
area of the world’s surface is limited, and the area devoted to the habi 
tation of man or known to him is also limited. In the second instance, 
the estimate is that only about one-ninth of the total world land is avail- 
able for cultivation purposes. This is because of the fact that a larger 
area is under mountains, lakes, and towns, etc. This point has signifi- 
cance for population theorists, Malthus based his entire population 
thesis on this fact of the limitedness of the land resources of the world 
us-a-vts global population. Food supplies, in his opinion, were circums- 
cribed both by the limitation of land and also the impact of the trend of 
the diminishing returns on the system of food production. It is luck) 
indeed, that his gnm predictions have not come out true in certain 
communities. In larger parts of the world, the predictions of Malthus, 
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which were based on this scarcity factor in regard to land, have proved 
to be considerably correct. While the war on diminishing returns has 
been successfully waged by the agricultural scientist, world’s resources 
in respect of scarce lands have not yet been expanded, they have altered 
very little, if at all. The next characteristic, heterogeneity of land, is 
responsible for greater and more intensive cultivation in certain regions. 
The heterogeneous character of land is derived from the complex of fer- 
tility associated with varying soil types, altitudes, topography, its slopes 
and climatic aspects. It is also possible that varying situational aspects 
of lands are responsible for this heterogeneity. Heterogeneity of land 
is of great importance, for the simple reason that its varying fertilities 
make it suited to various crops, for if all lands were of a homogeneous 
character, the result would have been a monotony of production and 
a very narrow range of the crops that could have been cultivated in 
that certain region. Hence heterogeneity is also a boon, in that lands 
become variously useful for quite a number of uses and yield a very 
large range of crops and other produce. And no two tracts could ever 
be identical, for even if they were in respect of fertility, soil structure, 
climate, sunshine, slope configuration, altitude, and rainfall they could 
never be so in point of situation and location. No two soils could be 
identically located with respect to accessibility, geography and environs. 
Hence this aspect of heterogeneity is a very significant characteristic 
of lands and soils and agricultural production. 

Its Functions in Agricultural 'Production. Broadly speaking, 
the main productive (agricultural) functions of land are three : 
supplying the “floor space”, supplying minerals, and supplying 
conditions essential for the growth of plants. The first two are 
also important, though they may not be so regarded from the 
strictly agricultural and farming point of view. But a deeper examina- 
tion would expose the absurdity of the contention, that agricultural 
production is only concerned with the growing of plants, of the raising 
of pasture crops, for the sustenance of livestock reared on cattle 
farms. The fact is that every act of production must have some 
floor space on which it is to be conducted : "without this minimum 
of floor space even the process of industrialisation could not be earned 
out. The first and foremost function of land is to provide this floor 
space for towns, industries and farms. Without this, production would 
be inconceivable. Again, from the agricultural point of view, the re- 
quirements in regard to floor space are much larger, both absolutely and 
relatively speaking. In an absolute sense, the farmer needs land for 
his cropping operations, while relatively spealcing he requires much 
more land than does any other person, say the industrialist or the com- 
mercial trader. And then the farmer does require much larger expanses 
of land in relation to the scale of his industry than does any 
other entrepreneur. That is why even now, so much of the world’s 
land is devoted to agricultural pursuits even in the highly 
industrialised countries like U.K. and U.S.A. The second characteristic 
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is that land supplies minerals, this is also relevant from the farming point 
of view, though not very directly speaking The fertilisers required for 
the maintenance of the land’s productivity at the same level are 
mined, and therefore, the availability of these have a bearing on 
land fertility Even di recti) , underground resources, not onl> in respect 
of the minerals, but also in respect of water, so necessary for the im 
gation of land, often comes from artesian and tube wells, which might 
hav c been installed Hence this, too, is pertinent from the point of view 
of land fcrttlit) and agriculture In the third place land is the most 
important single source for the suppl) of factors favourable for 
the raising and development of standing crops and for plant growth 
It may be pointed out land s functions m this respect arc manifold , it 
supplies growing plants with nutrients out of its own store of natural 
resources it catches rainfall and stores it and gives it back to plants in 
the form of the much needed food material it absorbs the heat of the 
sun, and bj converting the soil material into the acceptable nutrients 
helps in the process of plant growth And it furnishes the medium 
through which physical, chemical and biological processes convert 
soil nutrients into materials for the growth of plants • it also supports 
growing plants All these functions that the soils perform arc re 
latcd to the maintenance of their fertility which, to the farmer, is the 
manifestation of the source of the growth for plants and crops Soil 
fertility, m this context, includes all factors, climatic, geological, bio- 
logical, mycological and subtertanean, necessary for the growth and 
development of crops The functions of the soil, related to the mam 
tenance and improvement of its fertility, arc of paramount importance 
to the farmer and the policy-maker alike, without this fertility, the conti 
nuance of the growth of plants and the maintenance of livestock and 
cattle would be well nigh impossible It is sufficient to say that soil 
fertility is essential to farming operations 

THE ECONOMIC ASPECT 

Having assessed the more important functions of land (and 
natural resources), we turn to the discussion of their economic 
aspects We anahse in rather detail, capacity, and efficiency, 
input and output, of land and then assess what the dimensions 
of productivity arc in this context. How would the efficiency of 
land be measured ’ This will gi'C us an idea of the value of land 
as an agent of production The law of diminishing returns m its 
bearing on farm land will be discussed and the importance of this law 
of production brought out Also will this law be applied to the pro- 
ductive process as it works itself out on the farm We may discover 
xv hat the margin of cultivation in respect of land is and how this margin 
of cultivation responds to changes in productiv e processes A distinc 
tion is to be made betu ecn profits and rents The object of thts section 
is to bring out clearly the economic aspects of land, their contribution 
to the productiv e process and the importance therein. The productivity 
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of land is limited by its capacity, while the input-output relations 
determine the range of its productivity. But we shall have to know what 
the dimensions of productivity are if we wish to gauge that 
That will give us an idea of the productivity of land and therefore its 
value in agricultural production. And then it "fits in the law of diminish- 
ing returns with reference to land, for this will provide us with the 
prospective land productivity or its permanent value to agricultural 
enterprises. We shall study the law in all its various aspects. A study 
of the margin of cultivation, in this context, will inform us about the 
utility of land in the productive process. That may provide a 
clue to the distribution of land in its various uses. In this connection 
would a reference be made to the explanation of rents and profits. In 
short, all the various economic aspects of the problem are studied in 
rather detail. 

Capacity of Farm Land. Farm land varies in its economic 
capacity measured in terms of the doses of labour and capital and the 
units thereof, which could be associated with it, with a view to obtaining 
maximum output. This is an explanation pregnant with certain impli- 
cations. In the first place, the object of investing more and more units of 
labour and capital is to secure optimum results. ‘‘Optimum results” mean 
maximum production that is possible in a certain set of circumstances 
and economic development, for in a higher stage, the output is definitely 
raised, while in a backward economy it is likely to be lower. Hence the 
implication is that investments in land are consistent with a certain 
amount of precision in regard to successive units of capital and labour. 
Capacity is measured by the doses of labour and capital, (in the measure 
of their units) that could be profitably invested in land. It is dependent 
on rainfall, climate, topography, texture of the soil and crops grown. 
In regard to the last, the fact remains that certain types of crops may 
be more suited to that land than others. With more suitable crops, 
the capacity of land is bound to rise. We aim at optimum productivity; 
and this could not be attained without growing the right type 
of crops, that suit the land most. Hence a correct estimate 
would only be gained when the correct crops are cultivated. For ins- 
tance clayey lands have greater capacity with reference to certain crops, 
for which sandy soils do not have. In other words, lands with high 
clayey capacity admit of a greater intensity of cultivation in the 
production of certain crops than the lands with low capacity. More 
intensive cultivation could be carried on in the lands having, greater 
capacity than on lands with lower capacity : this is apparent. 

Efficiency, Input and Output. Economic efficiency of land is measured 
in terms of the value of the product per unit of labour and capital, 
expended on it. This means that efficiency is measured in terms of output 
per unit of input, i.e. the input-output relation. We need to be clear about 
the terms “input” and “output” before we could understand the term 
“efficiency”. By “input” is meant the investment of doses of labour 
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and captial that are expended on a certain piece of land If a few units of 
labour and capital are expended on a plot of land the input of that land 
j$ low, and vice itrsa By output is meant the produce that is gained 
out of the investment But it must not be understood that by input 
■we understand the units of labour and capital per unit of the land, that 
would be its capacity We only measure the units of land 
and labour (investment) in total terms In view of this, output could 
be described as the produce obtained out of land The ratio of output 
to input is its efficiency Efficiency is, therefore, the output per unit ot 
input on the land Capacity is measured as the input per acre of land 
This input output ratio or efficiency is an important measure by which 
comparative values could be established in respect of the different pieces 
of land differently situated In regard to input output relations, it 
may be pointed out that we may distinguish between the land input, 
or the amount of the fertilisers and such qualities that already inhere 
in land, and the input, that is secured through mechanical means 
and that which is due to the new fertilizers This land input is paid for 
by the price of the land, while machine input is in terms of capital invested 
in land as*& craft input, labour and Cutobsexs expended Att these 
various inputs hat e to be considered by a farmer who is to calculate 
the input output relations Another point is that we have to take the 
press output of the farm and not its net output, which is calculated by 
subtracting the expenses of cultivation from its gross produce 
For the purposes of calculating the efficiency of land, we need the gross 
output and not the net output of the land When calculated in this 
manner, we arrive at the efficiency of land, which, to repeat, is measured 
in terms of input output ratios for it 

Dimensions of Productivity Having gamed an idea of the efficiency 
and capacity of land, we now proceed to measure the dimensions of 
productivity so that a scientific assessment of the productivity of the 
different pieces of land be gamed, and also a comparative view of the 
same To put it very briefly, we might say that capacity and efficiency 
are the twin dimensions of “productivity” Merely by comparing the 
output of the two pieces of land, it would not he possible to gam an 
idea of the comparative yields, for that might be due to its greater input 
on the basis of more fertilizers, or more labour expended on that 
piece of land or it might be due to better equipment used for that 
particular piece of land, a number of different factors could as well be 
responsible for the increased output on one piece of land as against 
another, supposing that the two pieces of land were identical in size and 
chemical structure Hence a more accurate measure is needed On the 
one hand, we could gam a comparative idea by its efficiency But this 
also would be misleading, for it is just possible that more input which 
has been expended on one piece of land may he due to its greater 
capacity hence more accurate comparisons are only possible on the basis 
of capacity being taken into account The reason is that the greater ex 
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-penditure incurred in respect of input in a certain piece of land is often 
the main cause of higher output of that land. More labour and capital 
should have been expended on the other piece of land, but that was not 
possible in view of the low capacity of that other land to absorb more 
labour and capital, which could have been expended on it; if more 
labour and capital, in the form of more fertilisers, irrigation facilities 
and better equipment had been invested on that land the result would 
not have been an increased productivity, possible to secure by a better 
absorption of labour and capital: that would be labour and capital wast- 
ed. Hence the comparison must also be initiated in terms of capacity 
•of land. A correct comparison could be couched in terms of both capa- 
city and efficiency and not in terms of either. The gross product is equal 
to capacity multiplied by efficiency. In order to find out a good and 
correct comparative view of the relative productivities of two or more 
pieces of land, the twin factors of efficiency and capacity must be taken 
into account. In order to compare the worth of the two grades of land, 
one has to find out the number of capacity units per acre of land and 
•then the efficiency per unit of capacity. This means that productivity 
is the efficiency per unit of capacity or the efficiency-capacity ratio. 
Thus the relative worth of the two units of land and their relative 
productivity can be found out. 

Value of hand as an Agent of Production. The more important 
thing from the economic point of view is the value of a piece 
of land from production angle. The economist is concerned 
with the value of land as an agent of production. In this connection, 
confusion must be cleared regarding the term “value”, which, in this 
context, need not be understood as being the same thing as implied in 
the last chapter, farm management, where value was thought of 
as being the outcome of the process of evaluation. We do not want to 
•evaluate the two pieces of land separately, but would prefer to assess 
their relative values, from the point of view of productivity. It is 
Intended to gauge the value.of a piece of land as an agent of production. 
Bearing this in mind, we can enunciate the main principles. In compar- 
ing two pieces of land, physical productivity is not a safe measure, we 
need also think of location and the relation that a certain piece of land 
bears in respect of the marketability of its produce. A farmer intending 
to go in for a piece of land, must take into consideration topography 
fertility and the location of the land. In fact, the physical and chemical 
properties of land are greatly influenced by its locational and situa- 
tional factors in respect of that piece of land. This is because heat 
and moisture (factors responsible for fertility and topography of the 
soil) are variable from place to place. The composition of the rocks and 
the structure of the sub-soil are greatly influenced by geography. In 
addition to these factors, there are natural conditions which vary from 
place to place. There are also variations in the social conditions, 
which influence the marketing of the produce and indirectly the pro- 
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duetivity of the land under consideration This is understandable 
m view of the fact that larger populations are influenced by 
social and environmental factors, often the determinants of rural 
settlements The variations in density are explained by physical factor? 
though we are more concerned with the effect of these variations 
and not with the causes of the same We have to appreciate that this 
means better marketability of certain agricultural produce, and low 
marketability in respect of certain other places Land, therefore, taries 
greatly in its economic products ity/that is, the productivity of land from 
the point of view of Economics It is in consideration of both its 
economic and physical productivities, as calculated above, that the 
value of a certain piece of land, as an agent of production is arrived at. 

DIMINISHING RETURNS 

The law of diminishing returns has an important bearing 
on the choice of decisions that a farmer makes in regard to the 
degrees of intensity of cultivation of his land This law is regarded 
by certain economists as of universal application to industry and 
agriculture In the words of Marshall, the statement of the law » 
as under: “Anv increase in capital and labour applied in the culmation 
of land causes in general a less than proportionate increase in the amount 
of produce raised, unless it happens to coincide with an improvement 
in the arts of agriculture ” This statement regards land as fixed factor 
of production, but the law also holds good when labour or capital and 
not land is the fixed factor A diminishing increase m the amount 
of output is the result of an increasing input of doses of labour 
and capital This law establishes the input output relations as declm 
ing progressive!) The essence of the law, as enunciated by Marshall, 
is that the successively increasing inputs of any factors of production 
applied to the fixed amount of other factors of production will after 
a certain point, tend to produce diminishing returns from each additional 
unit of input In economic terminology, the marginal productivity of 
land goes on increasing at a diminishing rate To a point, the marginal 
Output may also increase, but after that point this also begins to de- 
crease The shorter phases of increasing output were also coincidental 
With the most rapid increase m the total output After the output begins 
to decline, diminishing returns set in, / 1 the rate of increase in the total 
output is a diminishing one The incremental increase in the total output 
is on a decreasing basis in the economic language, we saj that the mar 
gmal returns are decreasing After a certain point, the marginal outputs 
become negative and the total output may become zero At this stage, 
the additional inputs of labour and capital were not only wasted but 
were actually harmful to the soil (m the light of the biological facts out 
lined in an earlier chapter) for they result in lowering the total output. 
This is the explanation of the trend towards decreasing returns 
And this trend is based on common sense. What it means in otdi 
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nary language is that it could not be assumed that by doubling input 
we could also double output; if we double the amount of the seed, the 
farmer knows that the output may not be doubled and similarly by 
expending double the sum on equipment he could not double the 
amount of the produce from the farm. This is a physical phenomenon. 

Economic Explanation. By expressing the physical output 
and input in monetary terms, the law could be translated into economic 
terms. Thus the financial and monetary series of investments, inputs 
and outputs could be found out and the law borne out, but that would 
not change its character, although it may mean a retranslation of the 
law in monetary terms. The marginal input of a factor of production 
is compared with the marginal output or return of that factor. And 
when we initiate this comparison, we find that the ratios go on declining. 
Optimum intensity of cultivation is reached at the point of equilibrium, 
where the cost of the marginal input is just covered by the value of 
marginal output. A higher intensification of cultivation would be 
not remunerative, for the cost of this additional input may be 
much higher than the return obtained from the marginal investment. 
A lower intensity of cultivation and input would fail to earn a maximum 
profit : that is why this point is known as the point of maximum output 
or the optimum point. The optimum in respect of any single factor 
is known to the farmer by his own experience. The optimum degree 
of intensity of a productive factor which is used in combination with 
another factor or factors is reached when the cost of the marginal input 
is equal to the value of the marginal output. The farmer has to reckon 
with this trend, not in respect of the different factors of production, 
hut also in respect of the different farms. He does not weigh the pro- 
fits gained from one single enterprise only but from a number of them; 
this means that he has to deal with farming as a whole. This further 
complicates the problem for it extends the application of the law to the 
whole field of economic enterprises in the charge of a farmer. He 
would distribute his resources in such a manner that the law of diminish- 
ing returns is not permitted to bring about a greater loss to his enter- 
prises as a whole. He might increase his investment in an enterprise 
where the gains are high and decrease his investment in other enterprises 
where these are low, i.e. where the decreasing returns have set in. We 
shall have occasion to advert to this analysis in another section where 
we analyse agricultural costs in relation to their outputs, but it may be 
emphasized here that the law is operative in the cost-output analysis too. 
When the crop is being produced under the conditions of decreasing 
returns,the farmer has to be careful about this trend which cautions him 
against an intensification of cultivation. The practical point to appre- 
ciate is that the last additions to high-yielding crops tend to cost more 
than do the initial increases; and the farmer should be careful that he 
does not pass the point of optimum production. The advent of the 
law of decreasing returns is a signal that this point is near. The com- 
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mon belief that high production means low costs per unit is not always 
true in the light of this analysis In both livestock and crop production 
the farmer, in contrast to the industrialists, is not able to increase the 
produce by increasing the inputs for then the law of decreasing returns 
may nullify his efforts and the increased produce may only be secured 
at a higher cost per unit There is. therefore, much less scope for the 
expansion of agricultural output than for the industrialist to increase 
his output The farmer would, in the circumstances noted above 
trend to produce a better and more remunerative combination of the 
various types of farm product in order that he may be able to offset the 
law of diminishing returns Still, it may be pointed out that a low cost 
and high yield are not the only ends They are )u*t the means to 
another end The farmers final concern is with the contribution that 
each enterprise makes to his profits as a w hole On a strict ammtantj 
basis, the enterprise may show loss still it is u orth while from the farm 
ing point of view as a whole If it is a complementary enterprise the 
farmer has to continue on w ith it for the simple reason that it v ould be 
very essential for the success ot the major enterprise and make that 
one a more pay ing proposition But if it is a supplementary enterprise, 
the contribution that this can make is to help in the reduction of the 
costs of running the other enterprises Economic efficiency, therefore, 
does not depend on the law of diminishing returns, nor docs tt depend 
on efforts to set the law of diminishing returns at nought Economic 
efficiency is measure 1 by the amount of utilization of all the factors used 
in the process of production or in the terms of the total output of 
the tarm as a whole as a function of the combined costs of total 
inputs used in various enterprises taken as a whole Thus the 
practical application of the law of diminishing returns is limited 

Forms of /be Loo It may be of interest to note the various forms 
of the law of diminishing returns There is in the first instance the 
law of total diminishing returns, which means that the total returns 
begin to diminish, this point being reached when the marginal returns 
.have fallen to zero, for as long as the incremental returns accrue the 
law of total diminishing returns does not operate The position m 
dicatcd by the point where the total returns or the total output begins 
to fall off to negative quantities, the diminishing returns are a marked 
and absolute fact This point may be reached in the farming or the 
cultivation processes Second/j there is the law of diminishing 
Marginal returns, this is the law usually spoken of m economic analysis 
This law only provides a comparison of the input output rations on the 
incremental and marginal bases The point zero may not have been 
reached but the returns may have begun falling, this means that the 
optimum point has been crossed The third form of the la w is the law of 
■diminishing aierage returns, this law is a statement of the trend of 
av erage output or returns which begin falling This is w hat the average 
farmer calculates, for calculations based on marginal returns of crops 
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could only be made with great amount of effort and may involve 
more accurate calculations on the basis of the accountancy methods. The 
total diminishing returns give an indication of the unprofitability of the 
enterprise as a whole, and this point will not be crossed even by "the most 
daring of the farmers, for that will bring about a total collapse of invest- 
ment, which is likely to become completely unremunerative and 
the return quite unprofitable. Marginal returns when they begin to 
decline, give a warning to the more conscientious and calculating farmer 
who is maintaining records and accounts of the enterprise that he has 
undertaken. This point is worthy of consideration, and is the optimum 
in the farming business. The third point, the point of diminishing 
average returns, though reached a little later than that of diminishing 
marginal returns is the one which could provide an indicator to the 
farmer, of average intelligence, who wants a rough and ready measure 
of the best utilisation of his investment. No doubt, this will, 
theoretically, not be the correct indication, but still it is a measure of 
great practical value and a utility to the average farmer. 

Assumptions and Limitations. .There are certain assumptions under- 
lying the laws. The first is that land is already being used in the best 
possible manner. This implies that no more experiments in the matter 
of selection of crops and lands and their mutual suitability have to be 
made. The farmer knows how much he has to produce and on what 
lands and of what crops. Cultivation is carried on in a satisfactory 
manner approved by the farmer. Adequate amounts of labour and 
capital have already been sunk in the farm business to the best advan- 
tage. It is possible that a particular piece of land is under-cultivated, 
that is that plot may yield not diminishing but increasing returns. Hence 
the allied assumption is that land has been used to the best possible 
advantage and in the best possible manner. Another one is that agri- 
cultural skill and knowledge, technique and methods of cultivation 
remain the same; there is no new discover}' which may improve the 
methods of cultivation, nor is there a possibility of the same while the 
cultivation process is on; this implies that other things remain the same 
or the law is'working only in the static state. Nor is there any new dis- 
covery of new resources, or any other scientific discovery and improve- 
ment in the matter of technique. If a new invention or change is brought 
about the law may fail to apply. With greater application of technique 
and science and to the sphere of agriculture, the law is held in check. 
Still, it may be pointed out that the operation of the law is not com- 
pletely stopped, it is merely suspended; the tendency is there but the law 
is only overcome with increasing application of scientific and technical 
advancement. It has to be conceded that these bold assumptions may 
be conspicuous by their total absence in the sphere of agriculture. It is 
not a fact that land is already being used to the best advantage, for that 
is quite an impossible thing, one could never say that the present usage 
of land is the ideal one. And the second assumption that other 
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things remain equal or that there are no other changes in the scien- 
tific process or in the agricultural technique, is also one that does not 
actually operate in the present age, -when the pace of scientific pro. 
gress is most rapid. Hence to assume that the other things will remain 
equal and unchanged is to assume something impossible. Agricultural 
progressis at its height and technical progress lathe sphere of agricul- 
ture, rapid indeed Still, regardless of these assumptions, the law does not 
operate due to the existence of certain factors that may be noted now. 
In the first place, improvements in the methods of cultivation may 
nullify the law. As pointed out above, these improvements are being 
fast implemented by the agriculturist today, for he is more wide awake 
to the nature and character of technical advancements that are being 
brought about in his sphere. Rotation of crops, improved seeds, 
modern implements, and rite like may explain why the operation of the 
law has been suspended. It is pointed out that the niggardliness of nature 
must, sooner or later, assert itself though m a latent design, thus pros mg 
that the law does operate though in an invisible manner. The second 
limitation is with regard to a better assortment of labour and capital 
which the enlightened farmer now utilises, this tends to neutralise the 
trend to diminishing returns Hence to say that the farmer would not 
be on the look out to adopt more progressive and fruitful assortments of 
labour and capital units, is to suggest something unw orthy to expect 
of even the most negligent, careless, uneducated and unprogtessive 
farmer. Hence, the common rule seems to be that the farmers are on 
the look out for the adoption of better and more progressive com 
binations of agents of production Again, on new soils the law is unable 
to operate, for virgin soils when brought under the plough, will obev 
the law of increasing returns and not that of decreasing returns Virgin 
farms have better stores of nutrients of plant food, provided to them by 
nature; hence, they are better fitted to produce more than proportionate 
returns and would not let the law of decreasing returns operate on their 
soils. In the prospective sense, the law may not operate. Another 
limitation that may be pointed out, is that the Jaw may also be inoperative 
if resources are obtained at a lower and a lesser cost, for the law, viewed 
from the cost point of view, is the law of increasing cost. With increased 
possibility of obtaining the raw materials of production, at a lower 
cost, the trend may not result in increased cost. 

Application to Farm Enterprises Applying the law to agricultural 
enterprises, we take cultivation first. Cultivation could either be mten 
sive or extensive. It would be intensive, if an increasing use of the doses 
of labour and capitalis made Detailed analysis of the law of diminishing 
returns was made above m the light of intensive cultivation. And the 
same is not to be repeated here. It need only be pointed out that the 
last dose of labour and capital, which it is thought just worth while to 
apply, is the marginal dose. In regard to the law m its application to 
extensive cultivation, the point that needs to be emphasized is that the 
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supposition is that the farmer cultivates the best lands, considering both 
fertility and situation. With the expansion of his enterprises, the farmer 
goes on taking more and more lands, presumably of inferior types. 
The law of diminishing returns applies in the matter of reducing the 
additional output from these inferior lands with the same doses of labour 
and capital. The land whose produce just covers additional expenses 
of cultivation is termed marginal land : where the farmer stops 
further extension to cultivation units, he already has. The law of dimi- 
nishing returns operates, when cultivation is extended to inferior lands 
and output or returns decrease with further additions to the units of 
cultivation. We shall have occasion to talk at length about “margi- 
nal land” and “margin of cultivation” below. In the discussion, 
above, the reference is to the quantity and not to price, for 
while the quantity has decreased, (thus establishing the operation of the 
Jaw) price may have risen and that might give a wrong impression that 
the law is inoperative. The law also applies to various agricultural 
operations. In fisheries, the available supply of fish is limited, hence 
a point is reached when an increase in investment in fisheries may 
only yield a diminishing return, i.e. a diminishing rate of the catch. But 
this refers to the cultivated and maintained fisheries, for in the high seas, 
the total supply being unlimited, there may be no such tendency. In 
regard to cattly enterprises, the law betrays a limitation which arises 
out of the inability of the cattle to respond to an increased investment 
by j-ielding a greater quantity of milk and other cattle products. And 
also, in another way, an increased investment in the cattle enterprise 
would only be non-remunerativc after a certain point because of the fact 
that this might become unmanageable, too. In the horticultural enter- 
prises, close planting may also result in decreased output, while 
too much application of the fertilisers to fruit trees may yield less. 

Counteracting the Law. The question that may be interesting 
from the point of view of the farmer is whether the law could be 
counteracted or not . It can be said that the law seldom operates 
in the form in which it is theoretically stated, it is in a modified 
form that the law applies in the farming world, otherwise if the 
Jaw had operated in full strength, the price of the farm products 
would have always been on the upgrade. The fact is, as point- 
ed out above, that the law has only a limited application. This 
is because of the assumptions of the law not holding good and also 
because there are several limitations operative on the law. But apart 
from these considerations we can also so manage agriculture that the 
farmer could steer clear of the law. The law can be nullified and this 
has been done by farmers and scientists. Anything which improves 
the quality of land and any step that adds to the value of the yield (not 
in terms of prices) in point of the quality of land goes to check the 
operation of the law. Better methods of tillage, the use of scientific 
means of cultivation and the application of modern technical 
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knowledge, all these methods go to check its operation In short, 
scientific cultivation, can by itself check the law In the West, parti- 
cularly m the U S A and Soviet Russia, the operation of this lau 
been effectively suspended due to the improx ements in the methods of 
cultivation and in the means of transport and communication (vhich 
keep the farmer well posted with all the latest in the science and t«}> 
mque of agriculture) and the extension of marketing facilities, all the<e 
things hat e held the law in abeyance In fact, it js being doubted if the 
law of diminishing returns is at all operam e, in the modern world 

Importance of the Lam The law of diminishing returns is the 
basis of a major portion of the economic anal) sis It is responsible 
for the doctrines pronounced by Malthus and Ricardo The Malthum * 
theory of population reached its dismal conclusions in the light of the 
analysis offered by this law He was able to say that population increased 
faster than the food supply on the bases of two premises, in the first 
instance, he was struck with the fecundity of human beings and 
secondly, he was impressed by the law of diminishing re urns 
But the Malthusian theories stand dispro-\ ed and discredited, th s is 
because the law of diminishing returns does not operate with the Same 
intensity, as Malthus imagined Ricardo also based his theory o f nit 
on the conclusions of this law His assumption was that inferior lands 
had to be cultivated because the law of diminishing returns operated 
on superior lands The margin of cultivation descends and tent rises 
We shall presently discuss these two points in the nest paragraph It 
is a fact that the law of rent as enunciated by Ricardo is not accepted bi 
modern economists Again the theory of distribution, as understood 
even now, is largely based on the superstructure of this Jau, for the 
theory of marginal productivity is based on the diminishing prodac 
tivity (returns) of the respective factors of production The lawofdmu 
nishing returns occupies a very important place in economic analysis 
Similarly m the field of agricultural analysis, the law still occupies « 
important place, for the simple reason that its application is tno«dr 
with reference to the sphere of agricultural activity, where land (a nujot 
factor of production) is limited and where the exhaustion of the factors 
of production is rather pronounced In view of its general acceptance 
ihe law is very pertinent to economic and agricultural analysis 

Margin of Cultivation Because of the operation of the ha of 
diminishing returns and also due to its heterogeneous qualities 
there are many grades of land For the sake of convenience and w 
order that we may be able to group them in a manner useful from 
analytical point of view, lands have been categorised into th" 
classes sub marginal, marginal and super marginal This classification « 
with respect to cultivation and production of land Land is sub-narff^' 
with respect to the production of any particular commodity, if 
so productive, t e when the value of the output obtained therefrom 
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advantages ■which certain lands possess in respect of natural gift I a 
respect of the element of scarcity, the question of economic rent does 
no longer remain, it is scarcity rent that is important and relevant ■ 
and we should learn to distinguish between economic and scarcity rents 
It is with economic rents that we shall be concerned in this book, not 
with scarcity rents, in particular, though a passing reference may be 
made to scarcity rents, too Rent has to be distinguished from profits 
which are not the result of natural forces Profits are the result of \ atying 
abilities of the entrepreneurs some of whom, having superior ability 
than others, could reap a much greater advantage than others and 
even convert the submarginal lands into the supermarginal ones 
This differential earning is due to the inherent abilities of these men to 
judge matters rather closely and make correct anticipations 

LAND MANAGEMENT 

The problem of land also requires to be tackled on manage- 
ment level This section is to be devoted to the solution of the 
problems of land usage, the conservation and maintenance of 
land and other management issues Land is an important part 
of the economic wealth of a country and it is, therefore, imperative 
that land is used to the best economic advantage. The use of 
land is considered with special reference to Us productivity and 
the conflicts of its usage In regard to the maintenance and conser- 
vation ot land, (another management issue) w e have to point to the 
best ways of doing these and utilising the same What is to be 
done to submarginal and unproductive lands is also discussed in 
this section, for all lands in a country could never be the super marginal 
lands, there would always be the sub marginal and the unproductive 
lands which do not pay their way and which if not managed in an effi 
cient manner may be a dram on the resources of the country The 
major management issues and problems that are of a general nature 
will also be discussed to see how these problems find their solution 
under various economic considerations Most problems relate to 
cropping systems which should be such as yield maximum results in 
agricultural production What is aimed at, (let us repeat) is the 
maximum long run average productivity This in volt es us in a rccoDS: 
deration of problems connected with fertilisers, farming, erosion and 
general improvements All these issues are of moment to agncul 
turists and farmers The management issues m land economics are of 
great importance, for the simple reason that land is the only factor of 
production that is scarce and irreproducible While other factors 
of production could be had, cither from the market or by the process 
of reproduction, the significant fact about land is that it is not at all 
reproducible It is fixed in quantity both from the national and the 
individual point of view Economy in the use of land is the most 
desirable thing to do Without effecting this economy, things Roula 



PRINCIPLES OF AGRICULTURAL ECONOMICS 


3°5 


be in a mess, for no nation could afford to waste its land resources in 
particular, and the natural resources in general; these have to be very 
considerately used and economised. Another reason is that land 
being very heterogeneous in quality and grade, the aim of land manage- 
ment is to upgrade inferior qualities and grades, so that the sub- 
marginal lands could also "become as productive as the superior ones. 

Usage of Uand. In Land Economics, the most important place 
assigned is to the use of land, for land is scarce and great discretion is to 
be exercised in respect of land usage. A wise use of land would go 
far to conserve and maintain it as such while an indiscriminate use 
of land would ensure its speedy deterioration. The usage of land 
is also important for a discriminatory usage would ensure maximisation 
of its productivity, while a bad and indiscriminatory use would 
hasten its impoverishment. In this connection, attention has to be 
paid to the factor of productivity and the efficiency of land. 
In regard to productivity the various factors responsible for this are 
a good amount of the fertility of land, which could be increased by the 
application of more and more fertilisers, but only up to a certain limit, 
that is set by the law of diminishing returns. Productivity of land also 
depends upon the other input factors like the irrigation facilities and the 
equipment available for land. This is what determines the productivity 
of land. Another relevant fact is the preservation of its productivity 
achievable by means of good management, which preserves producti- 
vity at the same level and also improves the same. Management should 
be directed to the improvement of productivity. This could be 
done by the judicious use and selection of fertilisers, the suitability of 
the seeds grown and the special needs of farm lands. Productivity 
could be maintained by means of soil surveys, to give the cultivator 
some idea as to the suitability of the crops in the matter of the soils, for, 
the most outstanding fact in regard to productivity is that there is 
complete harmony between the crops and the soils. Productivity 
which we earlier defined as the resultant of capacity and efficiency of land, 
is usually measured per unit of area. But from the management point 
of view, this is rather not advisable for the tendency may be to assign 
too much importance to the area and the extent of lands. With the 
cheapening of power resources and the increased use of modern means 
of transport, the emphasis on area is ill-advised, it should shift to man- 
units . This suggestion amounts to saying that productivity should be 
measured in terms of net product from a certain piece of land, per man 
unit, or what one man can handle. In this context, we may also point 
out that the crop inputs, and land inputs, (defined earlier in this chapter) 
.should also be considered. The farmer-manager must watch the 
depreciation and the appreciation of lands, though the land may not 
be so behaving absolutely speaking. These are matters relating to pro- 
ductivity. But this is not all. The use of land is also with reference to 
public and private purposes ; we shall discuss the economics of land 
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usage below a full chapter will be devoted to the economics of land 
usage, for this is an important topic in these discussions But m this 
place, v e have to point out that public and pm ate usages of land might 
conflict and in that case, the public use must hare preference to the 
pm ate one Distinction needs to be drawn between the use of the 
had for farming and for mining In the mining business, u hates er is 
once taken out is never replaced while in the farming business, whatever 
is taken out of land is replaceable, for the use of the fertilisers restores 
to it the same nourishment as has been extracted even in the ordinary 
course of time, the geological and atmospheric changes w ould enable 
lands to get back the nourishment thej have lost Restoration of the 
land values and rehabilitation of the fertility go far in the matter of land 
economics One more point to be noticed is that land absorbs all 
improvements that have been made on it, they become a part and parcel 
of it This leads us to the next subject, the maintenance and conser 
vation of land, which is also one of the management problems 

Conservation and Maintenance Conservation is the next in our 

analysis of the management problems relating to land This is obviously 
an extension of the concepts of land’s depreciation and appreciation dis 
cussed in the last paragraph In ordinary parlance, lands properly 
conserved may not depreciate at all In regard to conservation of land 
the best thing possible is to neutralise depreciation by the means of 
appreciating it w lthm a short time We must understand clearly that 
land is not conserved for its own sake, but for the sake of the producti 
vity of its resources from the national point of view Even if the present 
use of land is foregone, that is only for the sake of ensuring somefututc 
use in a good and efficient way The essential idea of conservation is 
that the present and the potential uses may be balanced in such a manner 
as to get the most oqt of it over a long range of time our formuti 
enunciated in the last chapter applies here too, 1 1 the maximum 
Jong run productivity Accepting this principle for the conservation of 
land, the point that still remains to be thrashed is regarding the rate of 
present usage of land No present uses may be looked mto without 
an eje on the future ones Still, land is not to be taken away from the 
present uses for the sake of satisfying the very distant and far-off uses 
in a remote future But this problem is closely connected with that of 
the maintenance of the soil for conservation is more important in i» 
bearing on the problem of maintenance and is also allied with it The 
decision as to the level at which to maintain fertility and other natural 
resources of land, is to be made both at the individual and the national 
levels The individual would take mto account special conditions atteo 
dant on the form and his own resources present and potential The 
more extensive methods of cultivation ate libel) be followed by the 
individual who has land enough and to spare On the other hand, the 
former who has a lesser quantity of land than he requires w ould be veil 
advised to build up the fertility of land or else distribute his limited land 
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different constituents of investment doses is low as compared to land 
used, the system is termed extensive cultivation, or there is Aw pin 
sical intensity Labour intensity means the application of labour units 
to land, while capital intensity is the number of capital units invested m 
land The calculations in these two are with reference to the labour 
units and the capital units A farm or an enterprise is said to be labour 
intensive if many are the labour units employed per unit of output and 
investment Indian fatming is labour intensive in this sense, or that it 
has more labourers w Diking per acre, we also describe this phenomenon 
by loosely saying that the pressure of population on land in India « 
rather heavy capital intensive farms are those which are Employing 
more equipment per unit of land Capital intensive form of cultivation 
is practised on the modern and mechanised farms in the West But it 
is not essential that the labour intensive ones may be more productive 
in point of output, they may indeed be less intensive from this point of 
view Also, it may infrequently happen that too much of equipment 
on the farm may not be productive of good and remunerative result! 
For our purposes, the intensity of cultivation depends upon combined 
units of input It is to be gauged m the terms of physical intensity 
alone and not in terms of labour and capital intensity, though the latter 
terms convey a fairly accurate idea of the character of farming 

Sub marginal and Unproductive Lands We have already defined what 
is meant by the term “sub marginal ’ land “Unproductive lands” 
ate those that are unproductively used, just as the sub marginal 
lands are those that have been so tilled Even the sub marginal 
land would, under inefficient farm management turn marginal and 
super marginal land Similarly, the superior lands would lose in producti 
vity Again, the sub marginal lands could be converted into the mat 
ginal and the super marginal lands if properly used by an efficient farmer 
These terms have only a relative meaning, relative to the use of land 
The problem posed here, is that of converting the submargmal and the 
unproductive lands into the super marginal and productive ones The 
submargmal lands do not yield any net product or net profits, while the 
unproductive ones arc regarded as pure waste from the national point 
of view Sometimes these lands arc termed by the experts as problem 
areas, 1 e those areas which present problems to the experts From the 
angle of technique, every piece of land has some use, the best from the 
point of view of economy as a whole The “problem” is to find out 
which use is the best m the circumstances Some other use of land ir-ay 
convert submargmal and unproductive lands to make them fit for the 
cultivation of land and good from the national economic point of view 
Proper readjustments having been made, the “abandon” and “problem 
lands are made fit for cultivation and thus productive in the 
economic sense The actual and the present product of land depends 
upon the way in which it is being used at the present moment 1 
better and more remuncratn e way of utilising this land exists Some 
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times, by a readjustment in the unit and the size of holdings, land could 
be brought under cultivation and become supermarginal in nature- 
and this is the problem that confronts most of the peasant-held 
land in India. Sometimes it is done by the introduction of mixed and 
diversified systems of farming. The point is that it is not correct to 
waste awajr certain lands by dubbing them as sub-marginal and unpro- 
ductive. In this connection, the terms, extensive and intensive margins 
of cultivation are often used. They do not refer to the intensive and 
extensive cultivation systems, but have different implications. We 
speak of the intensive margin when we approach the problem from the 
standpoint of the last unit of input (that just pays for itself on a given 
type of land) while the extensive margin refers to the point where a piece 
of land will not use much labour and capital without incurring loss. 
The intensive margin starts where larger doses of input will not quite 
repay themselves, while the extensive one is where bigger investment 
is not indicated. Thus they are the two ways of looking at the same 
margin from different views. As Ricardo pointed out, the two margins 
of cultivation are in competition with each other for the peasants have 
usually the choice of applying more and more doses of input (labour and 
capital) to the various pieces of land in use, or of applying the same labour 
and cag'tal to other lands in use. If the margin of cultivation is 
extensive, the input, when increased will not result in increased produce, 
but if the margin of cultivation is intensive, the farmer may, by follow- 
ing the the policy outlined above, more than repay himself in his 
productive efforts. 

Management Issues. Having grasped the essentials of the various 
issues above we now take to the discussion of the other management 
issues. Foremost are the issues of intensive and extensive farming : the 
farmer has to be careful about the choice of either. An intensive use of 
land means a high turnover of the plant nutrients, and exposes the soil 
to more erosion and oxidation of its organic matter. The problem 
of keeping the plant nutrients in balance comes to the fore, for the soil 
is fed heavily and produces crops also heavily. What is done is to plan 
a good rotation of crops : the nurse crops, the main crops, the nourish- 
ing crops ; or any other system of rotation that the farmer may think 
advisable. In the case of different farmers, the choices in the matter 
of the system of cultivation that they would like to adopt would be in 
consonance with the needs of the farm in the light of the considerations 
advanced here. The fuller utilization of the various resources of the 
farm, e.g. livestock and farm labour have also to be reckoned by the 
farmer. " The point to be considered is that the original store of plant 
nutrients is not decimated. Other facts, to be kept in view, are the 
market outlets that may or may not absorb the output, or only at very 
slow rate and low prices, or that the crops should' not be grown in 
such excessive quantities asmay depress prices or else be demanded on 
the farm for want of better disposal. There are the considerations 
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structure and the location of land. Climate and rainfall are absolutely 
outside the control of Man, and they could only be compensated 
for by -various measures adopted in the shape of the extension of 
irrigation facilities and glass house culture But it has to be borne 
in mind that the various measures of this ty pe are rather costly and 
require a great amount of effort on the part of the farmer Iq 
the second class, fall such factors as soil structure, topography ard slope 
of the land Most of these could be improved upon by phy sical exertion 
It has to be recognised that those measures that are adopted to improie 
natural resources and factors, arc very common, these arc the measures 
that are designed to improve land Still it may be pointed out that 
original properties of the land are of great importance, for howsoever 
much Man may try to improve land and its natural properties they an 
not compete with original properties as such Hence it is that natural 
properties are of great consequence and moment to the agriculturists. 
No doubt efforts are being made to conquer nature and to improvise 
such measures as may bring about artificial rainfall. We have to admit 
that these measures are stilt in the laboratory stage as they could not 
be popularised because of the costs involved We shall examine 
these natural factors and see how they could improve the system of 
farming and also how the farmer reacts to these natural measures A 
word more regarding this. Natural resources help agriculture, no doubt, 
but in the event of a super abundance and luxuriance of the natural 
resources, the initiative and incentive of Man to work harder and get 
the fullest out of these natural resources is much damped and he 
remains at the same stage of development as History found, him On 
the other extreme, u e find that in the case of nature being too sting), 
Man finds himself helpless to go ahead with the task of rebuilding society 
on civilised lines Examples of the over indulgence of nature resulting 
in the backwardness of the communal types may be found in the case 
of the “pygmies” living in the super abundant natural environment 
The other extreme, that of the rigorous imposed upon Man by Nature, 
is tj pified in the case of the Eskimos, who are very backv. ard 

Topography Foremost among the natural factors is topography. 
From the standpoint of farming, this factor has great importance 
Various other factors such as the location of tbe land, 11s slope, the loal 
variations in natural factors a\ ailable to land, all these are of considerable 
import to the farmer The farmer is much concerned about these and 
has to see to their relative significance In the event ofgood and favour- 
able topographical factors as m the case of natural factors of varied types 
the success of the farming business is ensured, for then the enterprise 
is in harmony with natural environments Topography is more im- 
portant, than e\en the broad impact of geography for its say is oi 
greater and more intimate nature than the influence of other (uncon- 
trollable) factors of a distant nature Topography concerns itself wuh 
local geographical and (natural) environmental factors. And these 
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local factors are of superlative relevance to the farmer than other distant 
factors. It is, no doubt, possible for the farmer to influence and modify- 
some of the topographical factors, but that game is expensive for the- 
individual as his means are limited and the effort and its cost enormous.. 
But it is possible for the community (by devising suitable policies) to 
alleviate the hardships imposed by topographical factors, at least some 
of them. The locational factor could he improved upon by planning- 
transport and communication sendees and the planting of new 
townships and markets in places suffering from environmental handicaps- 
In regard to the local variations in point of rainfall and weather cycles,, 
the farmer and the communal agencies may also find themselves 
faced with insuperable difficulties. Slope of the land, the direction of 
the winds, the routes of the waterways, all these facts influence the 
farmer in his routine of farming, but he often finds himself helpless, 
to surmount them. That is why topographical factors are of superior 
importance. In this matter, the reader may remind himself about 
the observations made about the selection of a farm by the tiller 
and the entrepreneur; we said that the topographical characteristics 
were of great significance in deciding upon the value of a farm and its 
selection by a farm hand. To categorise the topographical factors into 
the two classifications referred to above is rather valuable for the- 
simple reason that both the controllable and managable and the 
uncontrollable and unmanagable factors are included in this list. 

Climate and Rainfall. The next in importance is the character of 
rainfall and climate of the region under consideration. Both these 
factors are of immense relevance for the simple reason that it is not 
possible to bring them under the control of Man and under his 
management either. Too bad a climate is as unfavourable as a too- 
favourable one, for while in the former the initiative of man is killed 
by its extremes and the efficiency of agricultural work much reduced, 
in the latter event, the indulgence of climatic factors spoils Man 
and he does not have an incentive left to better his way of farming- 
Climate depends upon some other uncontrollable factors like altitude,, 
the direction of mountains and winds, the distance from the sea and the 
afforestation . round about. All these factors are of natural variety- 
On climate does depend the nature and type of cultivation and the 
success of the processes of tilling. Crops grown in an unfavourable 
climate would not be productive of the efforts expended on them, while 
those suited to the climate need not be victims to such hazards, for 
given a good care, they thrive and prosper in the climates favourable 
to them. Some crops and fruits are specific to climates and may not 
tolerate any other. And this is usually the case, notwithstanding scienti- 
ficadvances registered. Farming is not the same thing as glass-house cul- 
ture and could never be run on identical principles, hence the paramount 
importance of the factor of climate. Rainfall is an important constituent 
of climate and has to be reckoned with separately for the importance it 
possesses in the matter of agricultural production is inestimable- 
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No doubt the deficiencies of rainfall are very much compensated for br 
the initiation and extension of irrigation facilities, but it is also a now 
worthv fact that all lands ate not accessible from the standpoint of 
irrigation, irrigation may ucllmgh be an impossibility m seven} 
lands with unfavourable slopes, or those situated far off from the source 
•of the irrigation works, ot lacking in respect of under ground nit; 
It is, therefore, an inescapable fact, not to be lightly treated, that 
^irrigation facilities could not be depended upon for the deficiencies of 
rainfall in respect of certain lands, at least Efforts to increase the amount 
of rainfall by artificial seeding of the clouds, ha\ e not so far succeeded 
and, as yet, are in the stage of experimentation But in this connection, 
mention may be made of the impact of afforestation on the localisation 
of rainfall in a certain locality , and these have been successful, too 

The Geographical Aspect Hiving appreciated the basic natural 
factors in respect of farming, ve propose to understand the impact of 
geography On the farming pattern Though the say mg that a country 
is what nature has made n, may not be cent per cent true of the economy 
in general but it is generally so of agriculture Systems of farming ate 
in the main dependent on the complexion of the geographical factors 
that arc in an effective manner influencing the agricultural pattern of 
the country What crops will be cultivated by farmers in what region 
and what their expected yields are, all these are functions of natural 
geography These factors influence farming operations In ways more 
than one In the first instance, their impact is to the extent of the area 
suitable for the cultivation of different crops and the various operations 
that may be possibly undertaken on different lands The extent of 
the area under different crops has a direct bearing on prices necessary 
to bring forth a supply which in turn, has an influence on the pnceof 
different agricultural commodities Due to this factor the distribution 
of certain (given) crops takes place m certain regions some of which 
are more favourable for the cultivation of certain crops, while they ate 
Jess favourable for the cultivation of others The general rule seems to 
be that in the event of competing crops, prices are such that the one 
with the more limited potential area will have its choice of territory 
its area will expand in spite of the less favourable conditions of production 
until neutralised by the mounting production costs which present 
further expansion by favouring other competing crops This formuti 
holds good in general and is of a great and diverse application Vi hat « 
stated is an interplay of economic and geographical factors, the «op 
that suffers from natural and land limitations for potential cultivation 
may further expand its cultivation, because of the eneburagemem 
provided by the factor of higher price obtained for it than for the 
other crop due to the inability of supply to meet demand This ignores 
the demand factor, an important determinant of the crop distribution i« 
the geographical set up Variation m soil and climatic conditions mak« 
certain regions more suitable for raising certain crops than for the cult! 
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■ration of the others. Again, crops also compete with regard to season' 
for several crops may demand the attention of the farmer in the same 
season. Again the selection of the crop is usually on the basis of the 
interplay of the twin factors of season and price impacts. Also, we have 
to note the influence of the geographical factors on the place of livestock 
in the farm organisation : the livestock industry requires large areas 
for the pastural and fodder crops. Much of the pasture land is situated 
in the arid, semi-arid and mountainous regions, not suited to arable 
•cultivation. This, therefore, determines the location of pasture crops 
and indirectly the place of the livestock in farming. The impact of 
geographical pattern on agriculture is immense. 

Physical Composition. Next in importance may be ranged the physical 
factors, which arc of incalculable importance to the agricultural set- 
up in the country. These factors include structure of the soil, place of the 
subsoil water, power of the soil to grow crops and retention of 
the moisture for agricultural purposes. The soil structure could, 
however, be improved by the application of suitable and appropriate 
fertilisers and nutrients, but the fact remains that natural advantages far 
outweigh others created by artificial means. In the case of good soil 
■structure, the arability of the land is considerably increased for the effort 
■expended by an operator is much less than otherwise expended in prepar- 
ing the soil for the seeding and the cultivation of crops. The water- 
logged lands arc not only unfit for cultivation but also for livestock 
■enterprises. Hence the structure and the suitability of the soil has 
great bearing on the pattern of farm enterprises. Physical factors, 
like the composition of the soil, are also in this list. It may be 
pointed out that soil composition has a bearing on its fertility and 
could be bettered only with a certain amount of effort. Among 
other physical factors is that of afforestation in the vicinity ; we know 
how this is responsible for the localisation of rains and that great 
efforts and huge expenses have to be incurred on afforestation pro- 
grammes. Other physical factors relate to the course of natural water- 
ways, for they arc important from the standpoint of irrigation. The 
slope of land and farm is also in question when we discuss the impor- 
tance of the physical and such other factors in the matter of farming enter- 
prises. The nature of the flora and fauna in the vicinity has also a deep 
influence on the nature and character of farming enterprises. In the 
chapter, farming enterprises, we made pointed references to 
the impact physical factors have on farming enterprises and at this 
place it may suffice to point out that this impact is inestimable. It is 
not the physical factors that have to adapt themselves to the whims 
of Man, in charge of the farm work, but it is the other way round : 
farming enterprises have to adapt themselves to physical factors. 

The Biological Factors. And before we conclude this section on the 
effect of natural influences on the pattern of farming, we have to point 
out that biological factors have also an important bearing on agricultural 
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types V?e may recall the process of plant growth and the part played 
by the aerobic and the anerobic bacteria m the composition of ffe 
plant, its growth and developments suffice it to obser\ e here that 
the biological composition ot the soil and the subsoil is a determinant 
of the process and the character of this grow th process, too So much 
about the life of the plants as influenced by the factors of biological 
types under the soil In the matter of the assimilation of manures 
and fertilisers by plants, the biological factors also count for 
the assimilation of the “decomposed” manure by the biological 
organi«m, if completely and efficiently done, will ensure speedy and good 
plant growth, but if haphazardly done, plant growth is often of a 
defective nature Again the ovtrland biological life may be helpful or 
destructive to the farmer Several weeds and microbes may flourish on 
land, with the result that the crops grown may become the xictims of 
pests and the parasites on the land Above the soil there may be loeusta 
who may eat away the crop thus impoverishing the farmer to a very great 
extent, while there may also be the friends of the farmers, who miy 
prey upon these harmful species Thus the nature and content of 
biological life may be potent m spelling the success ot the failure of 
the farm enterprises, and the farmer could not ignore them 

SUMMARY AND CONCLUSIONS 

The topics covered in this chapter ate of very great significance 
to the farmer and the natural agricultural economy We started 
the discussion with the definition of the term 4 land” and saw how its 
meaning extended to the inclusion of the natural resources of 
a country Certain natural factors, like fertility and location, irrigation 
and drainage, were selected for this preliminary study, m order to 
bring out, at that stage, the relevance of this study to the problems 
of agriculture Next, we addressed ourselves to the functions of natural 
resources and land, as also the characteristics of the same The economic 
aspect, the most important section from the point of x lew of this 
dissertation, ranged next in our discussions Starting with an analysis 
of the factors responsible for capacity , efficiency, input and output 
of the farm lands we switched on to the understanding of the problem 
of land and appreciated how capacity and efficiency were the turn 
dimensions of farm productivity Assessing the \alue of land, as la 
agricultural production, we discussed the Jaw of diminishing returns 
which is considered to be the most basic and universal explanation of 
the economic trends in the sphere of farming , we mooted the exphoa 
tion that the law offers in the way of economic trends on the farm as 
also the limitations and the assumption underlying its operation We 
found that the law is a very long term trend and that it is rather a static 
explanation of the farming business The trends shown by the law could 
be counteracted by the modern system of farming The concept 
“margin of cultivation” was also explained with reference to the agrt 
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culture of extensive and intensive cultivation. A distinction was drawn 
between the two payments, rents and profits, as this distinction was 
considered essential to the understanding of certain problems, discussed 
in the next section. As an introduction to the management problems 
in relation to the farm land, we made a passing reference to the various 
uses of land, though we intend to discuss this problem threadbare in 
the next chapter. The issues facing the farmer-manager in respect of 
maintenance and conservation of the soil were the next to receive 
attention, practical suggestions were offered for the solution of pro- 
blems. The proper utilisation of the sub-marginal and the unproductive 
lands by the farmer and the public authorities was next discussed. In 
the event of a proper utilization of these lands, the national resources in 
respect of farm produce could be considerably raised. Other manage- 
ment issues, relating to anti-erosion measures and the provision of 
fertilisers by the farmer were also discussed in a manner so as to help 
the farmer. Land improvements, both long-range and short-term, were 
also examined in the perspective of the repayment and contribution made 
by them to the system of farming and the agricultural systems and the 
costs attendant thereupon. The next section dealt with the bearing of 
natural resources on the pattern and character of the agricultural eco- 
nomy of the country. The factors selected for detailed examination 
were topography, climate and rainfall, geography and the physical and 
biological factors. Not that an original contribution was made 
to the main argument, but it was restressed that the natural factors 
and resources were of prominence to the successful pursuit of agri- 
culture, and could hardly be ignored in the analysis. In conclusion, 
it may be said that the outstanding moral of this chapter is that land 
is of utmost importance to the successful operation of the agricultural 
enterprises, for without land the very initiation of these enterprises 
is well-nigh impossible. And another lesson is that land is the most 
important single economic agent of agricultural production, in fact 
more-important than even natural resources for the price of land or its 
rent includes the provision of the other natural resources. 
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and Recre»tion Summ*ry and Conc!u*ions 

The economic aspects of land usage ate very pertinent to the 
inquiry into the principles and problems of Agricultural Economics 
for the proper usage of land does make all the difference to scarcities 
in the sphere of agriculture Land is used for various purposes, thouch 
the most important use is for cultivation Still, with the growth of tne 
welfare estate, and the change in the consumption habits of the people, 
land is being increasingly used for purposes other than agriculture 
When the only use of land was for the cultivation of crons and not for 
anything else, and when other needs of Man had not found ample recog 
muon among statesmen, that was the time when the agricultural use of 
land was the most important, now of course this is no longer so, for the 
needs of the people, industrial, recreational and housing have found 
recognition among leaders, and the “other uses” of land are of njcreai 
ing importance With increasing importance and prevalence ofsynthe 
tic foods and their popularisation, the needs for farm grown food is 
not so imperative as before In this chapter, an attempt w ould be made 
to probe into the \arious problems arising out of various uses of lard 
and the conflict that arises out of the uses of land by the public and the 
private agencies The subject is of importance from the point of vie* 
of welfare economics for proper utilisation of hnd, which m most 
regions of the world is scarce, as an essential prerequisite to the better 
ment of the agricultural system m the country But this would not le 
clear unless we found out what the farmers' means of acquiring lard 
w ciq, /or wjtbour an wtAeissandjag of this psobiexn v-esnay not be able 
to appreciate various conflicting land uses The scope of this chapter, 
as outlined above in the synopsis, is fairly extensive and wide thoJgh 
the problems are all connected with those of land utilisation It traj 
also be pointed out that this has often been ignored though this fr* 
poses rather an important problem 
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ACQUIRING LAND 

As indicated in the last paragraph, we discuss, in the first instance, 
the problem of acquiring land, for it appears to us the this is the most 
elementary but the most important issue that faces that farmer, and to- 
some extent also influences history of the utilisation of the land. If 
land is acquired in an easy manner, and the cost of acquisition, both ini 
the monetary terms is not high, the farmer need not economise in his 
usage of land. He may also grow careless about it, for instance, where 
land is abundant, the usage of land in respect of farming and tillage is. 
more often than not the use of it in extensive cultivation. It is with a 
view to understanding the implications of the effort expended in the 
acquisition of land, the other undergone in clearing it for the purpose of 
cultivation, that lias an influence on the uses of land. It has to be point- 
ed out that there is another consideration, too : that land, is originally 
acquired for a specific purpose. When land undergoes the process of 
transformation, in course of time, the original purpose may be lost 
and the newer purpose may come into vogue. This change in the uses 
of land under dynamic conditions may come about in certain circums- 
tances and is worth studying. Still another point that may be interesting' 
from this angle is the tenure of land, how it has undergone a change and’ 
deviated from the original uses of land as such. For these reasons, the 
subject of land usage is of relevance and understandable only if we 
first of all understand the implication of the acquisition of land on the 
part of the farmer, for that is an important and indispensable background, 
to the whole question. We study its various aspects. 

Free hand. The first and the simplest means of acquiring land ! 
by the farmer is by taking into possession free tracts of land. In- 
the newly settled countries, the vast tracts of land are available for 
cultivation purposes, free of any charge, only if the farmer bothers 
himself about acquiring land, clearing rubble and make it fit for 
cultivation purposes. In new settlements labour is rather scarce and 
land abundant and freely available for the purposes of cultivation. 
In this state of affairs, the only thing that the people have to do- 
is to reach the land, clear it and build a cabin for themselves and 
their families and that would entitle them to the free possession of 
land, in fact as much as they would like to have. The first lands- 
were colonised due to the convenience of their location and accessi- 
bility. But as lands became scarce, the movement of the new settler- 
was to the newer lands, which may be available. There was hardly any 
conflict in the public and private uses of land, or between the settlers 
themselves, for the first to come were the first to take possession of the 
lands and obtain all the advantages attendant upon the possession of the 
farmlands. But gradually the problem began to assume a different 
and complicated turn and the question of the limitation of these free 
rights also assumed some importance. Lands began to be sold, though- 
at very nominal process, for the State in the newly settled, colonies was 
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anxious to sec that the colonisation effort was not hampered in any wav 
In certain cases a pre-emption system Mas de\ised, by -which preference 
•was given to the actually settled farmers, who could own land at the 
•minimum price in preference to the others Though the quantity of 
land, which one settler might occupy at one time was also limited. This 
was in the general interest of the welfare of the people American land 
history amply illustrates the various stages, by which free lands became 
lands for sale The Homesteads Acts were passed by which the settlers 
were encouraged to acquire titles to land by maintaining residence on the 
same, it gave ownership to the occupants and lessened the chances of 
social and civil conflicts At the present time, m no country of the world 
exists the free distribution of lands, for land is scarce in all the countnes 
though to encourage the settlement of the newly reclaimed land the state 
or the reclamation authority may give land on practically nominally 
low rates or on v cry very longterm leases and very' nominal prices to 
approved and efficient farmers and other people of such means, but 
public title is retained or if transferred, it is on certain tondiuons 
and for specific purposes only 

Land Settlements Itis m regard to these lands which are being offered 
for sale and use at -very low prices, that we now torn our attention to 
Mostly it is the unoccupied lands or that overgrown with weeds or 
brushwood that is under consideration of the national governments 
that mav be offered at such low prices The price sounds cheap for the 
first impression that one gains is that of price and not of the cost of 
making it arable, bt clearing off the overgrowth and the cost of r-elami 
tton There is land bt nger which also plays its part, and induces the farmer 
to go in for these lands, regardless of the cost and effort of making lands 
arable Usually these purchases are within the means of the farmer 
and he goes in for the same On the part of the peasant, the desire for 
having a home of his own quickly makes him decide in favour of buying 
the farm Tenancy usually localises itself in the high price land regions 
while in these regions, ownership becomes the rule This movement, 
in order to be useful to the country, should be rightly guided by experts 
The right type of the farmers should be encouraged to settle m the right 
types of estates consistent with the means at their disposal and the expen 
ence they have had in farming All these points have to be consisted 
before the settlement policies are outlined 

Gift and Inheritances A considerable amount of w ealth passes from 
one generation to another by the means of gifts and inheritances A 
class of landowning farmers and landlords would pass on to the cert 
generation a part of the wealth which would be distributed among svcco- 
■stirs tmi -ycirvrmrs Tras ntti not mean tint Yan&'ioiinrm wothi V- 
stabilised in the country, it simply means that as the newer gecctitioes 
succeed one another, the division and the fragmentation of the estates 
would be brought about and this should result in a wider ownership of 
land This may not came about, however, if the law of p nmogesi 
ture prevails The economic -aspect of tins succession of land is tbt 
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•successors do not have to save enough to purchase the land, they 
•could rest assured that land could be had by inheritance. But 
in all these cases, the conditions with regard to inheritance 
arc of paramount importance. But this also depends on the 
mobility of the farm population, for if the farm population is 
■'fairly mobile, the distribution of land tends to be concentrated 
in fewer and fewer hands. If the farmers’ sons stick to the 
profession of their parents they would distribute lands more 
evenly among themselves and this would mean that a larger 
population gets the benefit of land possession. In case the 
•succeeding generations move to other professions and seek liveli- 
hood in other industries the greater the number of the peasants 
•who would convert their farm wealth, which they get by means 
of inheritance, into other investments ; while the concentration 
of farms would be greater. In India, for instance, this has been 
carried too far, and the sub-division and fragmentation of hold- 
ings has been quite excessive, with distressing results in the field 
-of farming. But, on the other hand, in the U.S.X., the transfer- 
ence of population from the ranks of the farmers to the ranks 
•of the labourers has been rather of great dimensions. But the 
fact remains that the land is also acquired by means of inherit- 
ance and gifts. 

Savings. In addition to gifts and inheritances, there are 
•other means of acquiring land and one of the most important is 
By means of Savings. The ambitious farmers and tenants save 
for a number of years and they purchase a plot of land ; this 
is quite significant in the process of the tenants becoming the 
farmers and owners. The tenants could save for they are able 
to make more out of lands and the farms they lease than they 
Bave to pay, and with their accumulated savings they make a 
purchase. Modern enlightened States, also, are helpful to the 
peasants in this respect ", tenants pay in easy instalments, and 
-they are enabled to become owners of lands they have been 
•cultivating for some time. Still, it is the savings of the tenant- 
farmer that enable him to reach ownership rights even though 
these savings are spread over some long period of time. Some- 
times these .savings are inherited by the sons and then invested * 
in farms, which are purchased only with the help of these 
-savings. Probing a little deeper, we find that the savings are 
the result of their differential gain, or profit due to the superior 
tenants of the farmer-tenant, which enable him to invest his 
savings in this business ; he could only have savings because 
it was he who could save as against others who could not. His 
savings are due to his superior ability, superior to the other 
tenants in the line. True, that the more efficient, and therefore, 
the richer tenants m iy live in a better manner than the marginal 
ones, bat that is oil/ as fa.- a; theory goes, for the standards 
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of living in the rural areas are determined by the conventicnaV 
ways of living rather than by the personal wealth or earnings 
And if that be also correct that the better and the more efficient 
farmers lead a much higher standard of life, even then the fact 
that there is the urge to own land makes them frugal m their 
approach to the problem and they tend to save and invest the 
savings in the purchase of land they might own How many 
of the farmers tend to become landowners also depends upon 
the outlook of the farmers 

Credit Another allied factor is that of availability of credit 
facilities to the ambitious farmer Farmers may borrow money 
to invest in land But the question is whether this money is 
available at cheap rates or not In most cases the farmer 
having saved a bulk of the price borrows the rest and invests it 
in lands he intends to buy Sometimes a mortgage may be 
offered to secure the loan this enables the farmer to buy land 
sooner than otherwise This means that the farmer is subsidised 
to the extent of the difference between savings and actual price 
that the farmer is called upon to pay Another consideration 
that the farmer is often faced with is the cost of the loan The 
intending buyer thinks whether it is cheaper to go in for a loan 
or to rent the piece of land , this means that in case the rate of 
interest is low the loan may be negotiated but if the rate of 
interest is high the farmer may prefer to wait and rent out land 
instead of buying it Then there is one more calculation and 
that is of weighing the cost of clearing new land as against 
the one of cultivating it on rental basis If the land he intends 
to buy is arable and does not require any further preparatory 
operations before it could be brought under the plough the 
farmer is readily willing to buy it but if the cost of clearing 
it is relatively high it may be wiser to wait for a better oppor 
tunity The nature of the land that he might like to have on 
credit is still another consideration that would also weigh with 
the farmer in this • 

Personal Factors In tins connection attention may also 
be drawn to the personal likes and dislikes of the farmers and 
their outlook on life If the farmers are of an ambitious type 
and they like to rise to the status of owners, they would under 
go all the bother of saving or negotiating for a loan or getting 
credit but if, on the other hand they are not inclined that way, 
they would not undergo all that bother, nor would they male 
efforts to be raised to the status of owners Outlook on life 
also counts for much, for if the farmers are progressively in 
dined they would try to upgrade themselves or their children 
but if they are steeped in superstitions or m ignorance, they 
may rest content with the lot they enjoy In India, for example 
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the trends have been markedly towards the increase of tenancy! 
rather than ownership ; and this is due to the over-contented- 
ness of the peasants who do not have ambition swelling in them 
to rise to the status of farmer-owners. Another important 
thing in this connection is “integrity” which could be regarded 
as one important factor of farmer’s efficiency and, therefore, 
increased income, too. By dishonest means, it is, no doubt, 
possible that one may accumulate some money, but the moment 
one is discovered, things become hot for him and he could no 
longer depend upon that course, and what is worse, he loses 
confidence and business dealings are at an end with him. 
Reputability and integrity are closely inlinked, and the farmer 
is paid many times over by honest dealings on his part. 
Trustworthy farmers are also creditworthy farmers, and that is 
an important factor in the tenants rising to the status of 
owner-farmers. Other personal qualities that may also count 
in this matter are managerial ability of the farmer-tenant, for 
a better managerial ability would ensure for him a greater 
difference between costs and expenses on one side and earnings 
and productivity of the farm on the other. And the farming 
skills also count for much in the efficiency of the farmer, and 
this is true for very obvious reasons, which we may not dis- 
cuss. 

Stale Policy. The next important influencing factor in the 
calculations of the tenant is the impact of state policy ; more 
precisely the taxation policy. After paying all taxes on land, 
it may not be worthwhile to own that piece of land ; the farmer 
has to bring this fact into his tabulations. If the purchase 
has been effected by means of a credit of a loan, the incidence 
of the taxes is all the greater on the intending buyer and lie 
has to take all these into account. In the calculations made by 
the farmer in regard to the price to be paid for the farm, he 
intends to buy, he would take into consideration the taxes that 
fall on the piece of laud. What is the amount of the tax, and 
what is the mode of its payment, both these things are of 
importance ip deciding for the farmer what to pay for that 
piece of land. This is a relevant consideration in the purchase 
of the farm. But it should not be imagined that taxation 
always regards this trend to ownership ', certain forms of taxa- 
tion facilitate this rise in status. In the case of the wealthier 
farmers adding to their estates, steeper taxation always tones 
down their bidding power. High bidding power, it may be 
said in parenthesis, is only fruitful in raising the price of lands, 
thus pinning the enterprising tenants to that status always. 
A good system of taxation would slice away this purchasing 
power and thus bring farm prices to a reasonable level. Land 
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policy influences the trend towards ownership in still another 
way , a progressive land policy may enable the tenants to 
steadily, gain ownership rights by means of legislative and 
legal recognition A tenant may first of all get the higher status 
of occupancy tenant which may culminate for him into the 
status of the proprietary tenant and later on the ownership 
right on a nominal payment All this depends on policies fol 
lowed by the state in the matter of the land acquisition If 
however, the policy of the state is very progressive, the result 
would be liquidation of landlordism and the wiping out of 
tenancy The complexion of the state policy is thus a deter- 
mining factor 

The Inference The above reasoning leads to the conclusion 
that the factors responsible for the progressive ownership of 
lands by the cultivators depends upon many other factors more 
important of which the peasant and the state determine In 
this matter, due regard must be paid to the availability of land 
in the country and the prices paid The conditions of tenancy, 
which we propose to discuss in a later chapter on the all 
important subject of tenancy are also of relevance in this discus 
sion, though we could not give them their due place in the 
above arguments But on a comparative weighing of the various 
factors, we find that free lands are no longer available in most 
economies while land settlements ire also confined to the newer 
colonies which may not be now abundant Again gifts are not 
so frequent as one may imagine, for the trend is towards the 
break up of larger estates and gifts could only be made by the 
larger landlords Succession and inheritance only result in 
further sub division and fragmentation of holdings The only 
good means of acquiring land rights is by savings and credit 
and what is most important, the State Policy It would be 
idle to maintain that m the present day world of progressist 
ideas, the tenants would be so cowed down by the antiquated 
ideas of feudal overlordship that they do not desire to be owners 

Land Usage Next we come to the subject of land usage 
In this section, we intend probing into the questions of the iari 
ous aspects of the usage of land The problem would be looked 
at from various angles , that of the conservation and producti 
-vity of land, its maintenance the output input relations and tts 
productive and the non. pmdnntxvo ujva A. ptotjet us.e of land 
would go far to ensure its continued fertility and benefit to the 
national economy accruing for a long time, while a bad use of 
land would on the other hand, go to deplete fertility and es 
haust its good properties In this section, we intend laying 
down general principles and not probing deep , that question i« 
would take up later An acquaintance with the general prur 
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ciples is essential to a complete understanding of the problem 
In its more intimate aspects. The problem also involves a 
basic understanding of the principles of land management as 
also an assessment of the problem from the economic angle. 
Hence it is not completely a problem in management, nor one 
completely in the realm of Economics. It has a bearing on both 
aspects, the management and the economic ones. We shall have 
to consider the economic relationship arising out of the manage- 
ment of land in its different uses. The impact of land usage 
on the future of agriculture and economy is what we do intend 
to study in this section. The problem would be looked at from 
the macro-economic angle and not from that of the isolated 
individual farmer. 

Productivity and Conservation. The first preliminary question 
ts : what makes tire land productive and what depletes its ferti- 
lity? Undoubtedly, it is the fertility of land that gives it its 
productivity. And it is the different types of fertility that are 
responsible for differing grades of fertility and hence of produc- 
tivity, too. But by productivity, is not understood fertility alone. 
For some of the poor lands are also very high-priced, too. They 
are high-priced not because they arc originally fertile, but 
because they have been made fertile and are, therefore, more 
productive, or because they have been located in a very epviable 
place and have been regarded as productive from that point of 
view. It is what land contributes to national dividend that 
determines productivity, and this depends upon the location of 
land, its character and the demand for the product. Also it is 
indirectly dependent upon the or’ginal properties of soil, their 
capacity to improve upon these properties and finally the supply 
of such land in relation to the demand for the same. Earlier, 
we expressed productivity of the soil in terms of the capacity 
and the efficiency of land. Hence it is that productivity is to 
be interpreted in this twin sense. Productivity of land is 
figured usually per unit of area, though another measure that 
may as well be quite suitable is from the one of labour, i. e. the 
productivity per man-unit. Closely connected with this concept 
is that of the conservation of land, for if productivity is height- 
ened in one season with the result that the land becomes unfit 
for cultivation later on, that would be depleting the resources 
of land quite. Hence productivity of land has always to be in 
relation to the conservation of land, which we may interpret, 
in terms of productivity, as being the long-range maintenance 
of productivity. It would be no use raising productivity if 
eventually we are to be face to face with depletion of the powers 
of soil in a total manner. Hence it is that we have to take these 
two concepts together. In regard to conservation of land, the 
productivity of land does no doubt matter much but what does 
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is the use of land in the long range, too If rightly and wisely 
used, productivity of land is maintained over longer periods 
of time but if unwisely exploited, the land is very soon exhaust 
ed with the unfortunate result that for want of proper conser- 
vation, land is rendered barren 

A) a n entree of Land In this connection we must also 
refer to the place that the maintenance of land has in problems 
of usages Land usage has to be adjusted with proper regard to 
its maintenance This means (in economic terms) that position 
of land before production is undertaken ^with regard to its 
fertility and efficiency) should remain intact after the act of 
production One harvesting would leave land poorer than 
befo-e, but the fact remains that the soil fertility must be main 
tamed and the capacity of the land to produce the same amount 
of produce also unimpaired The sole object of discriminate 
and wise land management is to keep its fertility at the same 
level for it would more than repay the farmer if land is so tilled 
as to keep it fit for sustained production for a fairly long time 
to come In case, land is not being used for purposes of culti 
vation, the main principle remains in the application for the 
land must be efficient in the proposed use With an impairment 
of efficiency and productivity of land the first effort of the 
cultivator or the entrepreneur would be directed to the 
replenishment of farm efficiency with respect ten the use for 
which it is meant That would mean both a wastage of effort 
and resources of the farmer, which he could have better utilised 
m investment in the proper farming business Hence, indirectly 
speaking, too, the maintenance of the farm is important from 
the point of long-range economy and productivity The con 
elusion that the productivity of land must be sustained and 
maintained seems to be irresistible In Jhe case of tenant culti 
cation, the maintenance of land suffers immensely for the simple 
reason that the tenant aims to get the best out of land and for this 
purpose does not necessarily bother about the proper maintenance 
of land , also he cultivates such crops that give him maximum 
returns out of land, thus each harvest impoverishes farms to a 
Very great extent, and the cultivator, rot mindful of cultivation 
does not put in fertilisers to replace what has been lost Also 
the tenant does not make any permanent improvement in land, 
for the land is not his, thus land suffers neglect both at the 
hands of the tenant and the absentee landlord This is an 
instance how land depletes in point of fertility if not properly 
maintained The main contention is that the land must be 
properly maintained if its usage is to be permanent and 
lands desired to be a source of permanent livelihood 

Inpu} Outfit* Re 1 a'tont The next question before us is 
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input-output relation in regard to land usage. We have, earlier, 
"talked of them in a different context. But a few more points 
meed he considered regarding the matter under discussion. We 
have to compare land-input in relation to the input of other 
factors of production. Then we have to reckon land deprecia- 
tion in the same context, for without that it would not.be 
•possible to adjust this all. Next, we have to calculate crop-input 
and weigh the whole situation from all various angles. It may 
be well to remember that out of the fertilizer that is put in 
the land, the whole of it does not get spent in the growth of 
the crops, where a part of it fixes in. Land input is paid for in 
the form of rent ; fertilizers are bought and the crop input 
estimated by means of prices obtained for the same. It is 
necessary to determine what part of input is still unused and 
•available for the purpose of the succeeding crops ; a similar 
•complication may also arise in respect of other resources, say 
‘labour. The accepted practice is to charge all of it to the crop 
•cultivated •, though some part of it should be debited to the 
succeeding crops. Again some plants add something to the 
land instead of taking away anything, for example, the clovers 
and the leguminous crop' with the result that there may be no 
■depletion at all. Again in the case of nurse crops the difficulty 
-arises in the'mattcr of adjusting output to land input. It follows 
from the above, that the addition of fertilisers to the soil the 
depreciation of the land is countered very greatly. Suitable 
combinations of fertilisers with other input-agents could be 
found out either by experiment or by means of technical analysis 
-of land. Land may appreciate by the selection of certain 
fertilisers and by a correct selection of certain croppages. Proper 
-drainage and levelling also improve land. But while standing 
-Idle it does not depreciate, and over long periods of time, it 
.may actually appreciate when left to itself. We may deduce 
'from this that land never completely depreciates and could be 
cropped until it has no further value in cultivation, but 
ordinarily it may be of some other uses of the farmer, for 
•example, that of pasturing or of growing trees. Theoretically 
■speaking, we have to think of impoverishment of land in all its 
uses, and we could not speak of land having been completely 
•depleted if it could be used in another way. The preiumption, 
in this context, is the one of the ultimate supply not getting 
completely exhausted in .the matter of nutrients. It is the 
combination, (to this we shall have occasion to revert in a later 
•chapter, of the fixed land inputs, in respect of the location of 
land and its inherent qualities), and the variable inputs that 
matter in input-output relations. When a piece of land is 
purchased, we also purchase along with it the inherent qualities 
.and improvements and fixtures (like fences, roads and bridges 
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etc ), in the strictest sense it would be impossible to separate' 
them And we could not account them in the input output 
relations on land 

The Optimum Level of Productivity The question now arises 
what is to be the optimum level of productivity This depends 
upon a proper conservation of land and the maintenance level 
of the same The essential feature of the conservation of land is 
the balancing of its present uses and income against future uses 
and prospective income, with the object to get the most out of 
it over a long period \\ ith this concept of conservation m 
mind we could be in better position to gauge the maintenance 
level This level is a special level determined for each farm 
separately because of special conditions attendant on it 
Methods of cultivation suited for attaining this maintenance 
level are also of a special nature, as extensive methods may 
suit certain farms better while the intensiv e methods are indi- 
cated in certain other farms The trend of scientific opinion 
favours the maintenance of productivity of soils at a high level 
The farmers are, therefore, advised accordingly It has been 
found that the lands could be maintained at relatively higher 
levels of productivity than at present if the farmers were to 
adopt methods of scientific methods It is the new ‘technology 
that enables the farmers to maintain lands at higher levels of 
productivity They could also produce more and at a lower 
cost The advantage of keeping land at a high level of fertility 
and productivity is that it has in that case a wider use age, i e 
that it could be put to larger variety of uses than if land were 
kept at a low level productivity Bearing these points in mind, 
we shall now endeavour to find optimum productivity of land 
The term optimum productivity means the maximum pro- 
ductivity of the land possible in the circumstances of the 
production attendant on that cultivation The optimum level 
in this context would be one at which the level of productivity 
is being maintained at the highest pitch Not that this level 
of productivity is to be interpreted in terms of a single land 
use, but has to be considered in a general sense and in the view 
of its competing and alternative uses We must, therefore, 
reckon its various uses so that we may the able to arrive at the 
correct estimation of the maximum level of its productivity 
But the major difficulty that may arise is that of not being able 
to know the effect that different uses of land would have- 
on its future yields No correct anticipation could be made 
even by the most calculating farmer It is in the fitness of 
things that we should concentrate on the subject a little more 
m detail in order to find out which are the more productive- 
uses and in what circumstances But before we begin to analyse 
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the productive uses, we must also recognise the non-productive, 
■uses in order to eliminate these. 

Non-Productive Uses. From the national point of view, non- 
productive use of land are to be avoided as damaging to the na- 
tional interests. The fact is the land is scarce and fixed in quan- 
tity ; hence it is in the interests of the national economy that 
this scarce agent must be used in the most economical uses and' 
be made to yield maximum. Land as such is never non-produc- 
tive, but for the fact that it is being non-productively used and 
it is the non-productive uses that must be eradicated in order to 
raise its total productivity. Among the non-productive uses may 
be uses of land which do not in any way lead to addition made 
to the communal wealth or income. With this definition of the 
non-productive uses, we have to find out how these could be eli- 
minated quite. Another way of approaching the problem is to em- 
phasise the fact that the non-economic uses also include those 
uses that are not quite the best. If a certain piece of land is 
usable in a better manner, it would be wasteful on the part of the 
farmer to use it for a less productive one. That would be taking 
a broad view of the problem and one that should not be shelved' 
aside as being of no consequence. In addition to these twin tests, 
we have another one too ; the test of absolute productivity. 
In the non-productivity of land, when the production index of 
landfalls to zero land would not remain productive in that parti- 
cular use. Among the non-productive uses mention may also be 
made of the use for the purposes of letting it go waste and not 
bringing it under cultivation. Cultivable waste is land in not 
economic use and one that must be avoided at all costs. The 
essence of the argument is that it is not in the interests of land 
nor of the economy that the non-productive uses may'be persisted 
in any longer. That may require a survey of land resources and 
t he uses to which they are being put. 

Problems of Usage. In this connection, we must also discuss 
the problems that may face an entrepreneur in the matter of 
land usage. What are the implications of land uses and what 
are the problems that may arise while the same land usage is 
also continued. These are the two important things that we 
must understand before we could enter the controversial arena 
in this regard. In this context, we intend raising the problem 
of turnover and returns from land, for that has a bearing on the 
problem in hand. We shall also need to stress the role that 
fertilizers and nutrients play in this connection, while the prob- 
lems .of soil erosion (which, as we shall see, arise out of the 
misuse of land by the farmers) and finally, the problem of land 
improvements affected on land under consideration. All these- 
problems have to be reviewed because they are connected with.’ 
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the area in hand What are the turnovers of different pieces of 
land and how do these stand in respect of the usage Of land ? 
Gould we improve on the same by our efforts or not ? This is 
for the consideration of the farmer And then the returns of 
land in this connection must also be thought of if we want to 
be sure of the most suitable usage of land What is the con- 
sumption of the \anous fertilisers and nutrients and with what 
results, both short run and long run ? This is another difficult 
problem that has to be tackled And lastly, we have to be aware 
of the possibility of erosion by wind, water and weather, in the 
usage problems, for from the conservation point of view, the 
land use must be designed to avoid erosion, rather it should be 
such as to be an anti erosion measure in itself And to round off 
this discussion, we intend raising the issue of land-improvements 
which may be effected in the light of particular uses to which 
the lands are being put Improvements would also be indicated 
by the uses, present and potential, to which the land could be 
put , hence thetr importance 

Turnover a J Return In the light of the above facts, we 
now examine the problem of turnover and returns from a cer- 
tain piece of land Different cropping systems may present 
different intensities of land use and these systems of cultivation 
maintain land at different levels of productivity. An intensive 
use of land may mean its high turnover for it is used heavily 
In cultivation, the farm is fed heavily and it yields heavily 
This may expose the soil to erosion and exhaustion, It is in this 
context that we have to watch the impact of turnover, which 
could be raised but with consequences that have to be taken note 
of, in advance. Turnover may have still another meaning and 
that is that certain plots may yield a larger number of harvests, 
in this sense, the turnover may be great, for instance, with 
the help of the scientific means of cultivation The farmer may 
he able to raise five or six crops, that could also be described 
as high turnover But there are also restricting influences on 
' high” turnover programme, i e the market impact, firstly the 
market may be able to absorb the produce only at lower process 
and secondly, many crops may only have a very limited market 
The first influence makes the farmer think in terms of returns 
that he could get out of a higher turnover, for the turnover by 
itself would be senseless And the second implication lswhether 
the farmer could utilise his energies in the correct manner, for if 
Be has only to grow the unwanted crops by means of this high 
turnover, he should better not grow them Therefore, turnover 
is by itself intimately related to the returns of the crops he 
manages to get Turnover has only significance with respect of 
h* retu rn that he ecpects Not that this applies to the regton 
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•°f farming or cultivation, but that this also applies to the field of 
cattle-raising for in that sphere he would have to think of his 
efforts worth the candle. And then in the field of breeding it 
ts hardly difficult to accelerate the rate of calving, for the 
biological processes could hardly be speeded up. The only thing 
that could be done is in the field of dairying, where he could 
raise (he milk yield of the cattle. But this is also in respect of 
•market considerations alone. In short, the turnover and the 
returns to the farmer are the twin considerations that have to 
be t iken into account before the farmer could launch out on 
his enterprise of increasing the turnover. That use of land 
"would be the optimum, which would ensure to the farmer the 
maximum return in relation to the maximun turnover within 
the resources that are with him. 

Fertilisers and Nutrients. The most profitable use of ferti- 
lizers has to be determined before the farmer could aim at secur- 
ing maximum productivity and returns out of land. The farmer 
has mainjy to rely on his own judgment in this matter, his own 
experience and his own observation. A high turnover is also 
obtained by means of feeding soils with bigger doses of ferti- 
lisers, Still, a judicious use is what is advised, for an overdose 
of fertilisers would go to bring about decay in the soil and may 
not ensure increased productivity. Certain crops also tend to 
substitute fertilizer input - , legumes and other introgenous crops 
may replenish soils much more than expensive fertilizers. Again 
there is the possibility that farms may be able to produce their 
own fertilizers much cheaper than what they buy from the bazar. 
•Green-imnuring, forinstance, could be a farm-produced fertiliser, 
‘farmyard manure is another example in point; and this handy 
fertiliser is better than most of the costly ones. And then ferti- 
lisers and the nutrients could not usefully apply if the prepara- 
tion is not done, for tillage is necessary to aerate the soil in 
•order to make it fit to absorb the fertiliser and enable the soil 
to grow crops efficiently. In the aerated soil, humus is oxidised 
more quickly and plant nutrients more easily available. Thus 
the problem of land usage is not merely one of mixing fertilisers 
In the soils but also that of the making those nutrients 
available to the plants. The whole issue seems to be of a techni- 
•cal nature but there are some economic implications too, which 
-we may note in passing. With good absorption of nutrients and 
fertilisers, the expenditure of power and labour in the cultiva- 
tion of land is much less than otherwise it would be. Again, 
the deterioration of land would also be arrested in the case of 
good application of fertilisers and nutrients. But with the pro- 
gress of science the application of fertilisers must be selective, 
for special soils and special crops require special fertilisers. In 
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once the sods are broken the costs of stopping this erosion by 
getting the soil under grass may be much more than most of the 
farmers could stand. Several measures are suggested, for exam- 
ple, strip-cropping, leaving the crop-residues and the rubble on 
the land after harvesting, ridging, contour tillage and the 
water-spreading devices. The farmer has again to pick and 
•choose. The question before him is whether to incur extra costs 
•of combatting erosion, by overcropping or whether to let farm- 
ing remain within the safe limits. He would calculate the extra- 
returns from the crops that he may cultivate in spite of threa- 
tened wind-erosion. From lands where the return on cultivation 
is just marginal one, or it is just barely enough to cover costs, 
the farmer would have to calculate in terms of reseeding it un- 
der grass. And in this estimate he would reckon the relative 
costs of reseeding the land, the different alternative methods, 
in regard to the erosion caused by the action of weather and 
sun. The problem is of great importance for the simple reason 
that it is the action of weather and the sun that may accelerate 
the erosion process and the consequent march of the desert. 
This is especially true of tropical climates, for in these regions, 
once deforestation takes place, the action of the sun on the soil 
is not impeded but is direct and unfettered, with the result that 
the erosion goes on unchecked. In this matter, the best policy 
is that of afforestation in the affected regions. Irrigation may be 
useful in this region, but the long-term remedy would be affore- 
station. On the whole it may be said that the problem of erosion 
is rather complex and not one that may be ignored or neglected 
by a farmer in quest of increased turnover and increased pro- 
ductivity. The usage of land would be indirectly by the considera- 
tions of the possibility of impending erosion, by water, wind 
weather or the sun. As we have seen, the suitable use of land 
could also check erosion, or at least help in maintaining the soil 
intact, while an incorrect use might hasten this evil. 

Land Improvements and After. Next we turn our attention to 
land improvements that are sought to make the use of the land 
more enduring and more profitable. Initial investments are re- 
quired for making improvements in land. These may be short- 
term or long-term. The short-term improvements are those that 
may not require much time to yield fruit, but fruitful in the 
short period, while the long-term ones always take some time to 
show results. It is possible that the short-term improvements 
may not be so costly and may be undertaken by one who does 
not have to till land permanently but only temporarily ; he 
may thus substitute the short-term improvements for the 
long-term ones that land needs. How far would this substitution 
be effective in the matter of land productivity is a question for 
the farmer to answer, for in his effort to sa\s Inc high cost in- 
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mgs, recreational parks, roads and other transport means. But it 
must be admitted that the most importantuse of land is under the 
plough. This fact is apparent from a survey of the uses of land 
even in the highly industrialised countries of the world. We 
find in almost all the economics that largest portion of the sur- 
face of the land available is under village. We shall, in this 
section, make detailed references to the extensive and the inten- 
sive forms of cultivation with their economic implications, the 
problem of the sub-marginal and the unproductive lands (from 
the point of view of cultivation only) and the supply of arable 
lands. All these issues have an analytical bearing on the ques- 
tion of cultivation. This section is only an essential like in the 
discussions on the problems of usage of land, and not of the same 
analytical character, as other sections, for the simple reason 
that the subject has already been discussed in several chapters 
dealing with the field of farming alone. Still, we shall look at 
the subject from the standpoint of the usages of land and not 
from that of cultivation as such. 

Intensive and Extensive Forms. Bearing the above points im 
mind, we examine the intensive and the extensive forms of cultiva- 
tion from the point of view of usages of land. These forms are 
also alternatively known as high fanning and lose farming, because 
of the degree of intensity of farming of land use. The intensity 
or the extensity of a farming system depends on land-man ratio, 
in the country. The relative intensity of cultivation may be 
measured in terms of the labour used per acre, or more accu- 
rately the resources invested per acre. This may be termed as 
the physical intensity of land, though this again does not appear 
to be the correct term, because of the fact that the term physical’ 
shotild only refer to natural factors and not all resources that a. 
farmer may be equipped with in the matter of cultivation. In 
fact, we should consider three separate intensities : labour inten- 
sity, capital or equipment intensity and physical intensity or land 
intensity, and then they should be combined into a single term 
which we may coin as the total intensity of land. These intensi- 
ties may also be converted into monetary units which may facili- 
tate comparisons. It may also be pointed out that intensive and 
extensive forms, though they may theoretically be dependent 
upon the land-man ratio, are not wholly determined by those 
factors alone, for the availability of capital resources with the 
farmer as also the availability of land with him are other fac- 
tors, which may push him, even though unwillingly, into adopt- 
ing the extensive or the intensive forms. In case, the farmer has 
good resources in point of capital and equipment, he may launch 
out on the intensive forms of cultivation in spite of the indica- 
tions given by the land-man ratios and such other allied consi- 
derations or factors. 



336 


LCONOlitCS OP LAND US 


„ Fxamimne the economic implications 

Economc ImpUca «mi ^ e a ^ l s ng stems are born oul of nec«- 
we have to fanning would be preferred which is consi* 

sity That syst resources and also suited to ins cropping 

«,»“ ' F “”" ,™a,rn “»l“" “nru s c<l w,.h scale of faV 

needs Extens.ve „ lth that We shall have ocea 

mfi lo the extent i subsequent chapter, but suffice it 

•>»“ ,0 J' V e h« M, not always in the large scale that extent.,, 

to say here that it. s not atway example is that of the 

practices may '« holding is very small, but his practice of 
Indian farmer, whose "“g”® rotoWpe in the West follows inter, 
farming extenstve. while h prMo.yp^ , , ha „ thole 

s.ve farming even whe^ his Jio^ever, mual that thc ex, ensue 

his Indian br , lowe( l the large scale of farming, while 

the' mtensive practices obtain m the small scale The farmer 
must mke stock of the situation himself, and weigh the resources 
Z. are at h, 5 command and the abtl.ty of the farm hands to 
thatare at I h bove considerations ate 

rak“ E .n o h 'a«o 0 u W nt ®he wZuld asses, the rate at whtch so, 1 may 
be depleted tf cultivated intens.vely, as against the gams there 
be aepieteu ( nten!lve cultivation at 

fr ° m , that, of the extenttve ones, tf adopted The long term 
3'.“ shoe' sZs have all to be sqSarely faced by him 

ind the snort ,, . see to t h e operation of the law of 

And above all ^'^““"““'he land in the sphere of cults,. 
Zn How tar could he combine the variable factors of produc 
* 0 el fivnrl ones e e . lands, is also another important 
“ZumZ^tackled before arriving at aay conclusions with te 
gird to'adoption of either cultivation We shall discuss this as 
pe« of the problem to our chapter on the Combination of the 
Factors of Production’ 

Sub Marpna 1 Lands Strictly speaking there is no such land 
as the sub marginal one , we have only a sub marginal use 0 
f r Th ,s use 8 is not a remunerative one the farmer does no 
ilfn an^hing out of cultivation of these lands The marginal 
lands already described elsewhere, are those which just pay 
ihefr way through and do not give any good return to the farmer 
excepting that they cover his costs of production ^he submar 
i l,ids are those that do not even provide the farmer a 
remunerative return or cover his costs of production On them 
lands the pressure of population is very high and the remuner 
mu Ver capita ,s very low The farmers do not give up the 

CUU ZgZis°L t ^abl^to d findanralKZ h aZe n Zp\oy r m3"”s»h 
thing very difficult to imagine and concede for the land is c p 


PRINCIPLES OP AGRICULTURAL ECONOMICS 337' 

of several uses and if one use is the submarginal one there may- 
be other uses that may be the marginal or even supramarginal 
ones. It would be idle to imagine that a piece of land is sub- 
marginal in respect of all the alternative uses to which it could 
be put. The problem before the wise and conscientious peasant 
is to hit upon that use of land as would be the correct one and 
not make land submarginal. If successful in this search of his, 
he would be able to make the “submarginal” lands into one 
which may correctly be termed as the “supramarginal”. 

Unproductive Lands. The problem of unproductive lands is 
a little more difficult for it is the community that is involved here 
and not an individual who may be unable to bring the “unpro- 
ductive” lands under the plough and turn them to productive 
ones. Unproductive land rnay be broadly defined as one that is 
not productive of the use to which it is being put. But it is also 
possible that productive use may be harder to find and such a 
quest may only be moony. , It is, therefore, possible that an 
ttnproductive land may be a barren land, lying say in the desert, 
and in an out-of the-way place, not capable of being used in a 
productive manner. , The problem is, therefore, the one concern- 
ing the community and not an individual farmer, for as soon 
as the farmer finds that a certain piece of land is “unproductive” 
he may take steps to give it up, dispose it off or else leave it for 
good. Unproductive land may require a good dose of fertilizeis 
for proper replenishment of the soil or it may require a majer 
irrigation work to saturate it with water in order that it may 
be, arable, or it may require a transport link to make it access- 
ible. All these things the individual farmer, by himself, may.net 
be able to afford, and in this particular case he may feel helpless 
in being unable to bring the land under the plough. These lands 
mfiy be termed as abandoned lands, for they may have to be aban- 
doned by the Individual farmers till the community awakens to 
the need of making them productive of some’ economic usage. It 
is also very probable that the farmer has'abandoned these 'lands 
just because of his ignorance of the latest advances in the. sphere" 
of fanning technique, or because he does not have the equipment 
with him to make these lands yield sorrie production. But the 
planners could certainly discover some other good usage for 
these abandoned lands. ‘ • 

Supply of Land. In this context, we need to discuss the. 
more important features and implications of the supply of land.. 
We must notice that unlike other goods, land is irreproduc.ible. 
True, that additional land could be brought into use, but tba"t 
also within ljmits-, and this additional land is neither,.easily' 
accessible nor so readily available to the farmer ,or .to the 
community. It is possible that the cost of reclamation is ratheh 
high and discourages the entrepreneur to' bring this land into 
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arable uses And even if we admit that land supply could be 
increased, it n very doubtful if better classes of land could be 
added on to the present supply On the other hand, the greater 
probability is that the grades of the present land could be raised 
by means of artificial fertilisers and scientific treatment of these 
lands In short, the present supply of land, both quantitatively 
and qualitatively speaking, is rather fixed and rigid Differences 
in the productivities and grades of the lands are quite distinct and 
pronounced, too To the community, there is a loss if an inefficient 
farmer takes hold of good qualities of land and deprives the 
others of the same The loss is double, for m the first instance, 
the inefficient operator is unable to do justice to that piece of 
land, and secondly, he has deprived another better operator of 
that land Thus the community loses what it could have gained 
from a better utilisation of this land This is so because that 
land could also have been put to a better use, more land of the 
same quality is not reproducible at all Thus land usage, in 
view of the limited supply of land, is to be very judiciously 
decided upon in the interests, nor of individual farmers, but of 
the community as a whole The point that needs emphasizing is 
that the use of land becomes all the more important because of 
fhe two limitations attendant upon the supply of land, firstly 
the limitation of quantity ( land is limited in regard to the 
total supply, present and potential in a country) and secondly, 
the limitation of quality ( the qualities of superior grade lands 
arc very much limited ) This is the relevance of land supply 
regarding the issue of land usage 

Public and Private Uses Now we proceed to discuss the 
implications of the public and the private uses of land and the 
conflict that arises there In this big questions are involved, the 
broader issues of policy and people with respect to the use of 
land This is so especially because the economic systems are so 
divers and the conflict of uses as between the public and the 
individuals may or may not arise in certain economic systems, 
where private uses may not be permitted Where, however, the 
public uses compete with the private ones* the share that goes to 
each raises issues of a conflicting nature In this connection, 
we have to be clear on certain issues and certain concepts related 
to the uses of land both by public and private persons Land, 
as usually understood, includes space relations and the pre 
vailing complex of climatic, topographic and soil condition 
Out of these factors, space is a stable one, though the space 
allotted to one use may shrink or expand, according as more or 
less land is under a particular use It is possible that land may 
Le more utilised in agriculture than for industry, or that more 
land tnay be devoted in the building of houses or for the 
laying of the means of transport and communications and for 
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recreational purposes. But the fact remains that the total space 
area would remain the same, in spite of these fluctuations, in the 
uses of land. In the same manner, “topography” is also stable; 
we need not labour this point at length. Similarly, climate also 
has the same stability of character over long periods of time, 
with cycles of varying conditions for certain periods ; the 
■climatic predictability may be possible in certain cases and 
certain countries while there may be a great amount of uncer- 
tainty in other cases. It is quite evident that the clash of public and 
private interests does not enter into any of these issues, in the 
realm of climate the use of land could not be exclusive, nor so 
in the sphere of topography. It could only be so in the sphere of 
<l space” and soil, that the conflict may arise, in the latter case the 
clash of interests may be more pronounced than in other case. 

The Scope of Public and Private Interests. Talking of the 
■scope of public and private interests, we shall have to refer to 
the fact that the soil is the essential foundation of all social 
and economic activity. Even in the urbanized and industrialised 
society, soil qualities do predominate in the economic calcula- 
tion of the planners, for the complexion of economic activities 
may change with differing soil structures. And soil is a product 
of natural processes and thus essentially out of man’s control, 
though he may be able to influence various aspects of the same 
by means of his ability to improve soil by means of scientific 
methods. The present soils, therefore, are the product of a 
•developmental and evolutionary process, over long ages. The 
public interest over land extends over the whole range of land 
uses. Agricultural usage is quite important while other uses, 
■such as those relating to the building of the houses, industrial 
sites and the recreational places are secondary. From this point 
of view the public interest consists of the maintenance of the 
long-range productivity of the land so that it would provide a 
constant and sufficient supply of the agricultural produce at a 
low cost. But it may be pointed out that public interest does 
•not only limitatself to the supply of the farm produce, but also 
to the provision of other uses adequately to meet the needs of 
national economy consistent with the maximum efficiency of 
nationals. It is the equitable and good distribution of land 
among all these uses from the point of view of the national 
economy that is urgent. The point is that the uses of land 
■should be distributed so as to contribute effectively and efficient- 
ly to the national economic life and its progress. On the other 
hand, private interest in land as, expressed from the angle of the 
individual farmer, relate to long-term continuous and efficient 
farming. In an individual’s calculations all such interests as rel- 
ate to the setting up of the recreational parts, etc., do not e iter, 
as these’ are provided for by the state And to the individual far- 
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roer the best use is farming His relative success among farmers 
is dependent upon the volume of produce and the costs of the 
same per unit , he will make efforts to arrive at the most profit* 
able combination of costs and volume, though of course he may 
be ignorant about the future trends of the same , his aim would 
be to arrive at the lowest costs consistent with the highest 
volume of pr< duce that he is able to reap out of his farm The 
farmer is conscientious of his own interest and, in order to 
man tain p odt ctivity over a long range of time, he would 1 ke 
to maintain tht productivity levels An intelligent farmer would 
most probably b lance the soil depleting with the soil building 
influences so as to assure that productivity is maintained at a 
certain level Thus m this case, the farmer, out of his own 
personal interest, follows precisely what the public interest 
demands At least, this is plausible as far as the theoretical 
aspect goes But in actual practice it may prove to be only a 
fond hope for the fact is that because of the force of competition 
and on account of his limited resources the peasant may not be 
able to look well after the interests of the land and may forego 
the soil muntenmee, the grounds of conflict arise in this case 
Grounlt of Conflict. Thus arise conflicts between public and 
private uses of land The farming system may not be efficient 
in the sense that is not possible for the farmer to maintain soil 
productivity at the proper level,which may be consistent with the 
national requirements of the long range It is also possible that 
the farmer s 1 n blc to look after the maintenance of the sod 
due to his adherer ce to custom and tradition or because of 
actual distress National requirements might require the far 
mer to maintain productivity level, but the conflict arises because 
of his in b lity to do so m the manner expected of him He may 
be powerless to do so or he may be too weak, financially speak 
mg to dr just ce to the broader social interest, or it may be due 
to his bad and out of the way location that he could not do 
justice to his soil Thus even when the interests pf the farmer 
and th.it of the nation are mutually contributory, he may not 
beable to serve either because of his helplessness Put in economic 
termimlogy he may be more concerned with the conversion of 
personal capital into current incomes which he gets from land 
without regard to the maintenance of that personal capital 
(land) intact The second conflict may arise out of the working 
of the pressure groups in countries where land is scarce tn rela 
tion to per pie dependent upon the same , the private interest 
demands that the pressure of population may be eased by more 
equitable distribittion of land while the public interest demands 
that the farming system may be set on the economic bases and 
the urncoi t mit units may be merged into one another to form 
etoi omit tun* Tut n ore conflicting are the problems that 
rth.it to tht use of land, for the private interest may demand 
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■cultivation of commercial crops which may secure him a larger 
income while the interests, mainly national, may dictate their 
being put under food and feed crops. The farmer may beblinded 
by considerations of private profit-making. Incidentally, then 
conflict arises over the private and public possession of land, 
this is a problem that is connected with that of the land tenures 
and we must wait for its analysis till then ; it may, however, 
suffice to say that the range of interest conflicts over the 
problems of tenancy, as private landlords would very much like 
to rent lands on conditions that may suit them. Finally, a 
conflict may arise also over the question of the public acquisi- 
tion of land, which the state may require for certain national 
interests, or for the construction of some projects of national 
importance. Clearly in this case, the national interests must 
supervene over the individual ones. 

Maintenance of Land. Both from the individual and the 
national points of view, the question of maintaining soil is of' 
superlative importance, for if the soil is not in a good state of 
productivity, prospective agricultural productivity would regis- 
ter a fall and that would be to the detriment of the economy' 
This issue is pregnant with several others ; the utilisation of 
the resources in relation to the land and allied to it, the ques- 
tions of improving the technique of agriculture, the variability 
of the soils and the unit of production in farming. All these 
issues are of practical importance and relevant to our analysis. 
The problem of the use of other resources in combination with 
land would' be discussed at length in k chapter “Combination of 
Factors”; but meanwhile, we may state if the land is plentiful, 
as in newly settled countries, the question of effecting economy 
in regard to land does not arise : the system of extensive culti- 
vation could be followed there. But in the regions where land 
is Scarce, the farmer would tend to combine more of the other 
resources and try to economise the land resources. In order 
that he may be compelled to conserve and maintain land produc- 
tivity, it is very essential that he should be made to use the land 
resources in such a manner as not to deplete the farm and soil 
resources quite. In this matter, he would have not only to 
think of the input-output relationships -but also the long ; term 
productivity of land, for it is in this light that soil could be 
maintained 1 . .It again depends upon the relative costs of his 
resources and soils. With a rise in factor prices, he would try to 
maximise the output out of these, thu; depleting soil resources. 
'This conflict could be resolved by the public and the state* autho- 
-rity 'insisting r on not a very heavy turnover of crops. In the 
•event of an expansion of" farming activities, the problem may 
mot be seriously posed, but in the event of the supply 'of - more 
lands having been quite exhausted, the problem gets connected 
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with that of economy of land His personal interest may not be 
much concerned with the maintenance level of it while the 
national one may National effort should be directed to a proper 
sampling of land to find out the capacities of each piece and 
then to plan production accordingly, but this type of overall 
planning and regimentation may not be possible in a democratic 
country and the other policy adopted m this regard should be to 
provide the land nutrients for the replenishment of the soil at 
cheap rates That may be a measure designed to reinforce 
peasants resources in this direction 

Population and its Pressure Regarding the maintenance of 
soil, the most relevant issue is that of the population and its 
pressure on land if this is high, the intensive cultivation is the 
rule and this has important implications for land uses The far 
mer, under high pressure of population, has to go on cultivating 
the same piece of land regardless of the depletion of its resources 
and the soil If his is a small plot, the problem assumes a 
complexity of its own, he is unable to leave the land fallow to 
let it recoup its fertility, while his resources are often too 
meagre to permit him to replenish the land m an adequate 
manner At the same time, the return from each farm is small 
and inadequate for farm family with the result that the main- 
tenance of soil is rendered more difficult The problem does 
not remain so pressing if the pressure of population is not high 
for then this depletion is not so heavy, as an extensive system of 
cultivation could be followed by the peasant, without conti- 
nuity of the cultivation, some soils could certainly be given 
some rest in the tilling process The pressure of population haj 
also another implication in this context , in the case of a high 
pressure of population on land, its greater proportion would 
inevitably be used for the purposes of food crops and lesser 
amounts would be left for other uses This means that the 
public usage of land would suffer at the cost of providing for the 
food to the populace But land hunger would intensify in this 
case, for there may be several people who may not have owner 
ship rights m lands, they would also strive in this direction as 
an ownership right would ensure at least a bare subsistence 
and provision of food Here, again comes conflict of private 
and public interests in the use of land, for public interest may 
dictate a use of land for purposes other than merely that of food 
growing Not that the state would be ignorant of the impor- 
tance of attaining self sufficiency in food, but that the 
method of securing it (as followed by the individual farmers by 
rpnnlng their farms on the subsistence basis) may not be the 
best use pf land , these petty farmers may be unable to bring 
about improvements in farms being unable to afford better equip* 
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ment. Mostly, this type of conflict is rather difficult to resolve, 
though efforts are made to improve the economic strength of the 
individual farmers by means of Co-operatives. Another way 
out of conflict may be by the hunt for more land, and intensify- 
ing reclamation activities. This search may be not well 
rewarded as the addition of more lands to those already in 
cultivation may be a remote probability. It may, therefore, be 
doubted if this method would prove of any substantial worth in 
an ‘ old” country. Still another method would consist in a 
proper utilisation of land: land would be correctly utilised 
ensuring greater food production by lesser depletion of its 
resources. It may be questioned if such regimentation is pos- 
sible or even desirable from the democratic angle. But this 
is an issue that might be for the politician to resolve rather 
than for the economist. 

Price-Cost Relationship. Private interest is expected to follow 
price-cost trends. Those lines of production would be taken up 
which in the light of these relationships be the most remunera- 
tive. Individual farmers would use their farms in accordance 
with the principle of comparative advantage, discussed else- 
where. Even in a centrally planned economy, the price-cost 
relationships are not lost sight of. If, however, efforts are made 
to foist on farmers any other decisions, which are not in keeping 
with them the result would be the rise of black markets, or pro- 
duction misdirected, and try to keep pace with price-cost trend. 
The individual farmer, who is dictated by such outer relation- 
ship would not much care for public interest, but would be 
guided solely by his own personal profit motive, for he expects 
that by following a certain line of production, he would be 
able to earn more, make greater profits and become richer. This 
is normal and could not be brushed aside as pertaining to selfish 
and narrow interests. Main conflict that arises out of the price- 
cost structure, is in the field of agriculture, as for instance, the 
peasant unmindful of the public interest may cultivate commer- 
cial crops instead of food crops, whose prices might have been 
pegged low by the implementation of the economic controls. 
Commercial crops could certainly not compensate for empty 
bellies and the clash of public and the private interests comes to 
the fore. The problem is rather tough, except that the public 
interests have to be served even though at the cost of the private 
ones; the individual farmer has to be forced to serve the public 
interest. Subsidies may be given to them in order to make up 
for- the loss of profits they incurred by resorting to cultivation 
of that crop which is in keeping with the public interest, or; 
legal action may be taken to , compel them, to undertake the 
cultivation of the desired crops. But- probably the first method 
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r may be better in that the public interest is better served and the 
farmers may not think of the evasion of the law. 'Another 
alternative method could be procurement schemes launched by 
the government on the basis of the guaranteed prices : this may 
also be successful in that the crop sown may be procured, but it 
may be doubted if the peasant would care to cultivate the crop 
that it is the desire of the government they should. And then 
in terms of cost, the latter suggestion may prove to be more 
expensive than the first. Inevitably the price policy of the 
government is having a lot of say in the matter of the farmer's 
decisions Suffice it to remark here that an administered eco- 
nomy may also be susceptible to misinterpretation of public 
interest. < « i 

Technique and Profitability Then there is a range of con- 
flict precipitating the decisions affecting the application of im- 
proved technique applied to the field of agriculture. The pub- 
lic interest may require that the latest advances in the sphere 
of agriculture may be adopted, so that these may bring about 
improvements in the national economy. But private interest may 
be endangered thereby. In the first instance the individual 
peasants may have to merge their landowning rights for the 
sake of the adoption of the latest technique, which may 
be possible of adoption only in the larger units This may 
create difficulties of an insuperable nature. Another fact that 
must be recognised is that technical advances when adopted 
contribute most to _ the productivity of best lands; that may 
niean that lands which are poor may not be able to benefit from 
technical advances, even if adopted. It would be the more effi- 
cient farmers who, usually, adopt the latest in the technique 
and that would be justifiable too, for it would be the farmers 
with the supermarginal lands who benefit from these innovations 
most. This would again present a conflict in the private and 
the public interest. The public interest would demand that the 
more advanced farmers do not use the more advanced systems 
'as much as the sub-marginal landowning peasants who may be 
the least ready to employ these latest technical methods And 
then the introduction of the latest technical methods also has 
another impact on land uses, the production per worker and per 
Capita rises with the inevitable result that the standards of living 
rise and the less profitable farms are constantly being thrown 
out of use letting these go into deterioration The submarginal 
landowning peasant suffers from competition precipitated by 
the highly mechanised and modernised farms run according to 
the latest in the agricultural technique. And still another issud 
raises its head; the highly mechanised and modernised farms 
have high operating costs, that it may be impossible to cover 
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"When prices falK Hence the public and 'the private; interests 
•clash in this sense, too, for the public weal may demands speedy 
mechanisation of agriculture as also its modernisation, but a 
private individual has to calculate the costs and the profitabi- 
lity of the venture, however advanced that may look. The- 
oretically speaking, the point of marginality would move up- 
wards as agricultural science progresses - , and this in turn means 
that the land use problem would be of a recurrent nature, for 
adjustments in the usage of land would have to be so made as 
-to keep in line with advancing technological levels. The public 
-interest on farm lands is concerned with adequate and conti- 
nuous supply of produce from total land. Hence it is essential 
from the public point of view that the marginal points of quality 
(both present and prospective) be determined, and that public 
assistance may be incurred to maintain the supramarginal lands 
only. 

Land Management. The next point bearing on this issue of 
land uses is that of land management, which, if efficient, 
enlarges the scope of land uses, while under poor management, 
the land may be used for purposes other than the best ones. 
An important element in land usage is that of holdings, 
-i.e. systems of land tenures. Here, we are concerned with the 
advantages of a system of holdings from a particular point, or 
from angles of land ownership and the management thereof. 
The term “estate management” may be used in this context, 
though the term “estate” conveys the idea of a big farm and 
not an ordinary holding. The question in land usage is whether 
-the estate or the farm is in the hands of the public authority 
or the private farmer', and even if it be in the hands of the 
public authority, the next question that would face us is whe- 
"ther land is being operated directly under the surveillance of 
public authority or private persons, or whether corporate bodies 
are handling the farms. All these points are of significance for 
if estates are being managed by public authorities, they would 
be operated from the national angle, while if the til- 
lage is under corporate bodies, their exploitation is of a type 
altogether different. All these various points have to be noted’. 
Another point that is sometimes made is we should take the 
whole land when talking of land uses and not small farms, for 
these usages are from the point of the whole economy and no't 
from that of single and individual farmer. The more fashion- 
able trend is towards the state ownership of land, but even here 
-we must recognise what effective management of land is and not 
be led merely by ownership fallacies. It is effective management, 
•(with the fixing up of priorities) in the problem of land use that 
assumes relative importance. Another point that may also be’con- 
■iidered is that the state may also impose restrictions and lay down 
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regulations in order that the use of land may be the optimum 
possible one, even under the private ownership and management 
of land And in this context we shall have to weigh the pros 
and cons of these restrictions against the benefit of better uses of 
land from the imposition of the restrictions and regulations by 
the public authority on the private and individual owners 
Hence land management is also an important point to be reckon* 
ed in the matter of appropriate uses of land, in this study 

Land Retirement It is maintained that Crop (or agricultu 
ral) production is large when technique is applied, but produc- 
tion out of direct usage is not so high There has been increase 
m the produce grown for human consumption, but there is a 
limit to this particular demand The attention of technique has 
alway been directed towards the increase of the ‘non consumption’ 
(from the viewpoint of human consumption only) of crops and 
produce Increase there has been in all crops including pastur* 
age Secondly, there has been an increase m corvertmg capacity 
of cattle and the live stock, too And lastly we must also re- 
cognise greater diversification and better combination of the 
crops This has been due to the increasing trend towards maxi- 
mum exploitation of land , that is why increasing application 
has been made of the scientific knowledge and technique to the 
production of the crops Turning to the purely consumption 
point of view, we have to point out that with the world favour- 
ing a better and more qualitative dtetary, it may be possible 
that the food crops may demand less of land, and less land may 
be now utilised for direct human consumption That is where 
land retirement comes in , land may just be put out of use, as 
the demand for so much land may shrink and contract Land 
retirement is also said to have come about when the higher grades, 
of production or more concentrated production, or the higher 
agricultural uses of land are not in vogue but only the lesser 
agricultural uses are being favoured This means that land re- 
tirement comes^about when the land is either temporarily thrown 
out of use, or put to a lower agricultural use This shift in the 
agricultural usage of land comes about when the institutional 
and technical adjustments have been made in the land uses 
This process is especially marked in those countries where agn 
culture has been mechanised and the modern methods of land 
usage adoped In fact, in a country which is long settled, the 
problem is also similar. The effective soil, in that country, is 
made up of labour and materials The more important part is 
played by the human beings, in fact man has been responsible 
for land m its present situation especially in regard to its uses 
In all private and public angles on land, the most significant role 
is that of man and his attitude to land The fundamental pro- 
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blem that faces the agricultural economist is that of getting' 
rid of sentimental attitudes towards land. Rational conceptions 
of relations between land and materials and men, is the aim of 
Agricultural Economics, for most of the present uses of land are 
undoutedly governed by human sentiments which have been tra- 
ditional about land for centuries. It is in this context that we 
have to think of the retirement of land, for it would only be 
possible with a rational outlook on the problem of land usages V 
and not from a sentimental viewpoint. 

Urban and Rural Uses. No discussion of the land usage would 
be complete without a reference to urban and rural uses. 
Included in the urban uses are those for the purposes of building 
factories and houses for residential and other purposes, while in 
the rural canvas the most important relate to the agricultural 
ones. We shall in this short section attack the problem of distri- 
bution in the urban and the rural uses. A glaringpoint in this 
connection is the impact of industry and the ruralisation and the 
dispersal of industry, too. This factor alone has created a different 
problem in the mater of land uses. And then there is the reserva- 
tion of land for housing and the recreation activities of the people 
for with a greater emphasis on these a change is brought about in 
the price and evaluation of land. We shall also judge the dis- 
tribution of land between the urban and the rural uses : the fact 
is that there are city farming ranges, which strictly speaking 
could not be included in urban uses, nor even in the rural areas.. 
They are a class by themselves. This section, though brief, is 
quite important for it would throw light on the more important 
uses of land, and on the problem of land usage as understood 
by the layman. But from the economic point of view, too, this- 
is important for the distribution of land in urban and rural 
areas is of great relevance to issues facing land usage in general. 
It is interesting to know how land uses begin to assume a diffe- 
rent shape with changing distribution of land between urban 
and the rural uses of land, as analysed here. 

Impact of Industry. More important in the urban uses of 
land is that for industrial purposes. True, that land is in resi- 
dential and other uses, but out of all these, the industrial one 
is the most important. In was'in the urban areas that industries 
were set up for one reason or the other. We need not go into 
these causes here, suffice it to observe that the use of land for 
the purposes of industry is the most important both from the 
point of view of. the economy and the urban areas, too. There 
are two considerations that are pertinent, firstly how much land: 
should be allotted to the industrial uses and how much of it to 
particular industries. In regard to the first issue, the more 
pressing (consideration) is the suitability .of land for industrial 
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uses »is armt the other uses this would be decided by the price 
of land and the demand for the land for the industrial use In 
the case of the second issue we have to find out the relative 
•demand of each industry the price it could afford to pay from 
that point of view Broadly speaking the distribution of land 
us between the industrial and other uses is governed by the 
Jaw of comparative advantage which we have explained else 
where And the relative usefulness of land for the different 
industries would also explain why land is under a certain indus 
try and not under another The main factors in this con 
nection are the factors of situation (both with regard to the 
availability of the materials and marketing facilities) andof 
price of land But it must also be pointed out that land is 
required for this purpose in villages 

Ruraluatton of Industry The next point that is allied to 
the above issue is the runlisation of industry With the recent 
trend towards the dispersal of industry the ruralisation of 
industry is now a marked tendency in the economics of location 
Various considerations arise for the ruralisation of industry 
though we shall refer only to the more important ones In the 
first place it is of strategy and defence this means that the 
ruralisation of industry and its location in the out of the nay 
places would ensure greater security to it But there are also 
low rural rents for high urban rents increase the overhead 
charges of industry Again in the urban areas the wages of 
labour may be high because of the competitiveness of the indus 
tries for the same (fixed) labour force and the labourers in 
the rural areas may also be willing to accept lower wages for 
the simple reason that the cost of living there is not as high as 
in the urban areas And then the consideration of being able to 
expand is also paramount there for example land may be a\ail 
able and expansion quite easy and possible at a relam ely low cost 
too With the electrification of rural areas difficulties in respect 
of power availability have also been overcome And smaller 
units can be set up in the rural areas for standardisation of 
-the machine parts has made it possible for the smaller units to 
be planted The total effect is that ruralisation of industry has 
come abo it in recent times The extension of transport faci 
lities to rural areas has speeded up this process Its impact on 
the use of land is that the rural areas are now setting 
apart less {and for agricultural purposes This afso means thar 
these uses tend to be diversified very much more than ever be- 
fore This may be a progressive trend too We have already 
observed in this chapter that this diversification brings about a 
inore enduring maintenance of land And the fact of rurah 
nation of industry may also bring about certain amount of land 
Retirement to which we referred above In the light of all these 
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considerations, we have to welcome the trend towards ruralisa- 
tion. < 

City Fanning Ranges. Another usage of land, to which only 
a slight reference was made in the earlier parts of this book, is 
city farming ranges. Not that the cities do invariably have 
these ranges and that they are, therefore, a part of city life. 
But the point is that certain areas may be set apart in the sub- 
urban parts of the city for the cultivation of “perishable” crops, 
so as to ensure a fresh supply to citizens and also to reap a 
greater advantage out of the same, too. Certain enterprising 
farmers may settle near the cities to reap the rewards of near- 
ness to the central markets and thus the city farming ranges 
may come into existence. These “ranges” may relate to dairy 
farming and the cultivation of vegetables. This has the effect 
of the diversification of land uses in urban area, and economis- 
ing of land from rural areas and agriculture. Land, in rural 
areas, could be retired in view of expansion of the city farm- 
ing ranges. Then the other point is that these' ranges would 
also extend the sphere of cultivation to urban regions, too. 
The problems of the marketing of the fresh and perishable 
produce into distant city markets is not an intriguing 
problem for farmers who run these ranges. Thus this is the 
extension of agricultural operation to urban areas, or the urba- 
nisation of agriculture, a trend parallel to ruralisation of 
industry. In this connection, mention may also be made of 
vegetable gardening by city residents in their own residential 
places. This would also lessen the pressure for the provision of 
necessaries of life on the rural lands, for now cities would bear" 
this burden, and share it with the rural areas. Such a trend 
has good implications for land usage, in view of the fact that 
usage is much diversified now. 

■Homing and Recreation, etc. Adverting to-other uses of land, 
we have to speak of the housing, recreation and transport uses ’ 
of land. Housing is the second most important ndCessary of life ' 
and from this point of view must needs be considered her.e. ‘ As 
to the recreational uses of land, the' rising standard, of Hying 
elevates it into a necessary of life. Greater stress :s being placed 
these days on housing and recreational needs of the people and 1 
greater and costlier schemes are being launched by respective 
governments in this direction. Another use is that of the utilisa- 
tion of land for the purposes of constructing roads and railways. 
A good system of efficient transport is very essential not only 
fpr'the - prosperity of National Agriculture, but also to^ the 
advancement of the national economy in general. ■ Marketing, 
problems become easy of ’solution under a better system of • 
transportation. With the development of the economy, and its 
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advancement, the one thing that is more and more in demand is 
transport system for this development is accompanied with the 
-establishment of tertiary industries, as pointed out in the 
chapter “Elementary Economics” With rising standards of 
living, the demand has grown for better type of houses and more 
■extensive housing is provided to people Greater emphasis is 
placed on the provision of more recreational lands and more 
land is reserved in urban and rural areas for the provision of 
more playgrounds and parks and public gardens Even if popula 
tion is falling as often happens under the impact of progress and 
prosperity, the housing requirements and the recreational 
demands of the community get so upgraded, with the result that 
more demand is put on the land Thus these factors also work 
an the direction of diversification of land usage and towards an 
intensification of the demand for land Thus public effort 
■secures private good 

The Inference The conclusion that could be drawn from 
the above study of -urban and rural uses of land, is that the 
differentiation between the two is now fading out and industrial 
uses are getting extended to rural areas, while agricultural uses 
.are getting also popular in urban areas But the more important 
thing in the distribution of land as between urban and rural 
uses, is the fact that land is distributed between these uses in 
accordance with the law of comparative advantage The conflict 
■between private and public interests in land is considerably 
reduced when the narrow distinction between the specialised 
uses of land is not pronounced From the point of view of agri 
cultural and rural economics, the extension of industry to the 
rural areas is good, for employment opportunities in the rural 
areas are multiplied and a balance achieved between agriculture 
and industry 

Summary The ground covered in this chapter has been 
rather vast and varied We have been mainly concerned with 
the economics of land usage In the first instance, we found out 
how the economic aspect of acquiring land was of relevance to 
the subject in hand, and we investigated into various methods of 
acquiring land, and their economic implications Next we had a 
bird’s eye-view of the problem of land usage, and we viewed the 
subject from the points of view of productivity and conservation, 
maintenance of land and output input relations o! land and the 
optimum usage of land We also made reference to productive 
and the non-productive uses of land in this context The pro* 
blems of usage were also looked into, especially from the angles 
of turnover and return, fertilisers and nutrients and the erosion 
of land The question of land improvements was also examined 
in the perspective of land usages Thereafter the most important 
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ysage of land, that of cultivation was taken up in its various 
implications *, reference was made to marginal and the sub- 
marginal lands as also productive and unproductive lands, while 
mention was made of the intensive and extensive cultivation in - 
the perspective of economic implications. In the next section 
was examined the problem of private and the public uses of 
land and it was found that the range of conflict was rather wide 
and it arose out of several factors, attendant upon the same. 
The problem was examined from the angle of the maintenance 
of the soil, population, price-cost structure and technique. In 
this connection, we also discussed the problem of land manage- 
ment in relation to that of land usage and the problem of land 
'“retirement” in its bearing on this issue. The chapter was 
rounded off with a study of the distribution of land in the ur- 
ban and the rural uses *, we discovered that the various factors 
were in a way responsible for the distribution*, industrialisation 
and its expansion to rural areas, and the city farming ranges, 
and the extension of the means of transport and housing needs 
of the community. It was found that all the various factors 
enumerated above contributed to the better stabilisation of the 
economy. 

Conclusion. The conclusion that is pertinent to draw from 
the above is that the usage of the land is a matter of the opera- 
tion of the law of comparative advantage and the operation of 
the welfare economy. As and how the uses of land get diversified 
it becomes more and more profitable from the purely land stand- 
point. Land under diverse uses gets exhausted slowly, is main- 
tained better, conserves its resources prospectively and above 
all adds more to national wealth. Conflict in private and public 
uses arises out of the dominance of the profit-motive on the part 
of the peasant and his inability to view the problem from the 
national angle. One thing is that land is limited in quantity 
and' hence great discretion is to be exercised in using the land 
for various purposes. 
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The human basts of Agriculture is the most important 
basis of the industry, for the simple reason that it is run 
for the benefit of man In this chapter, we propose to discuss 
the role that the human agents of production play in the pro* 
cess of farming, as broadly understood Trom the strictly 
economic point pf view, the human approach to the problems 
of Agricultural Economics is the most relevant to the achieve 
ment of welfare of the nation m general and the farming com 
mun ty in particular Agriculture,. being run for the good ot 
thft nation and the betterment of the farmers, the study of the 
conditions of the man behind the plough is the most pertinent 
to the fealisj^ion of the objectives in view It may not be out 
ol place tp observe here that the problems relating to agricul 
tural labourite becoming mpre and more pressing and are 
increasingly occupying the attention of the statesmen, jf only 
fof the reason that agricultural labourers are getting more and 
more vocal in their demands And then the realisation has also 
dawned on men that the lot of agricultural labourers is very bad 
and must be improved before an overall improvement could he 
registered in the general economic sphere If only to effect im 
provement in the general economy and remove the imbalance 
in the economy the study of the conditions of agricultural 
labourers is most urgent It is from this point of view that the 
present chapter attacks the problem and seeks to clarify the 
various issues which becloud the minds of the politicians and 
the public, for the problem is fraught with the sentimental and 
irrational approach so common to questions relating to the 
welfare of man As an introduction to the problems that we 
propose to discuss in this chapter, we shall, in the preliminary 
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section, unravel the fundamentals of farm functions, for with- 
out their understanding, a fuller understanding of the problem 
of the human agent of production is not possible’ This section 
will be followed with an analysis of the agricultural chores, but 
from the analytical point of view. These twin sections are the 
most basic from the point of view of clearer understanding and 
appreciation of the problems in their proper perspective, for 
unless we examined the nature and character of the farm work 
and the distinctive characteristics of agricultural chores it would 
be idle to pretend to be fully equipped with an intimate know- 
ledge of various issues therein. 

Farm Functions. Referring first to the functions that the 
agriculturists have on the farm, we find that they are of a 
varied sort and have to be performed by the operator in succes- 
sion ; he has to adjust himself to the time-table given to him by 
Nature. The human element in the field of agriculture is, 
generally speaking, organised in the units of the farm families. 
It is family groups that operate on the farm and do the farming 
chores. In case the families are rather large for the farms, the 
members may work for other farms, or may take to other sub- 
sidiary handiwork or cottage work. In case, the family group 
is small, hired labour may be arranged. The scope of labour, 
as understood in the sphere of industry is very much limited in 
agricultural work, for jobs in agriculture are not a little diffe- 
rent in this “industry”. It is considered that farm work gets to 
have a trait of permanency if these operations arc undertaken 
by family units. That is why, perhaps, even when extra labour 
is hired, the farmer prefers to hire other family groups, for this 
leads to permanency, and to ease in labour control. The point 
that we need to appreciate, here, is that the usual unit of labour 
on the farm is the family and not the single and isolated 
labourer. Agricultural operations, we remarked earlier, are 
marked by continuity and the family labour alone could impart 
that type of permanency without which the farming operations 
would be upset. The farm functions may be divided into those 
of management and labour, though this is also not a clear-cut 
division, for the same operator is often both labourer and 
manager, still the functions are distinctly separate and have to 
be recognised as such. Other related functions, that we propose 
to discuss in this chapter, are those of the personal trait of the 
farmer. In the sphere of labour, an important part is played 
by labouring functions, though the management functions do 
also influence the output of labour and its efficiency. But we 
do not propose to anticipate the conclusions in the next para- 
graph and would content ourselves with saying that though the 
two functions are performed by the same person, the same farm- 
hand, and the same operator, the fact is that the implications 
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of these two functions are quite separate and distinct With 
these introductory remarks we delve into details 

Management and Labour We may repeat here that the two 
aspects of management are not clearly distinct except from the 
functional point of view. The operating organisation is usually 
democratic the manager participating in the labourers’ chores, 
-while the labourer also makes suggestions for improvement of 
the farm output and efficiency Usually, however, the same 
operator is both farm manager and farm labourer Again 
greater regard is there for the advice, rendered by farmer s 
labourers, in the agricultural sector, than it is in the industrial 
sector, for the simple reason that the “distance” between far- 
mers and their labourers is not so great as in industry, bet 
ween its employers and labourers And then there is also consi 
deration for the suggestions made by labourers, for they may be 
more experienced in their jobs than the raw farmer, who may 
have inherited the farm recently Also, the fact that agricultural 
production is very complex and the operational side more 
complex still (there being no standardisation of different opera 
tions and not a set time table), all advice is welcome on grounds 
of its practical utility The point that we have made in this 
discussion is that the labour-management functions in the sphere 
of agriculture are not wide apart Management functions relate 
to determining the general policies and effecting supervision of 
farm work The first include such questions as the choice of 
the farm and the selection of crops and other produce These 
decisions require the stamp of the manager these matters are 
similar in their character to allied interests m the sphere of 
industry These questions require careful consideration, for 
instance, the choice of the site is a problem that faces only 
the farmer-investor but not the labourer Similarly, the 
problem of the selection of the crops also faces the proprietor 
manager alone for this involves issues wider and more private 
than could interest the labourer Again the questions of loca 
tion, of size and of livestock are also relevant to the far 
mer but not the labourer Hence this set of policy functions 
is related to the management job and not within the labourer s 
province Coming to the second set of managerial functions 
we find that they are mainly supervisory in nature , and in 
elude such matters as the projecting of programmes for farm 
work so as to fit them in with nature’s time table These super 
visory functions call for special qualities of alertness of mind 
which the labourer, absorbed in his work may not be able to 
wield efficiently Certain emergencies may not be met with 
as and how they arise , this may require a special foresight 
and vision on the part of farmers The proper direction of 
labour is also requisite if good and efficient results are to be 
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realised. And for the proper direction of labour it is essential 
that supervisory functions be divorced from the merely labour- 
ing functions, for otherwise, the whole thing gets muddled up. In 
-short, though no sharp line could be drawn between the mana- 
gerial and the labouring functions, we could certainly recog- 
nise them by their special characteristics and fields of opera- 
tion in farming. We may point out that the farming industry 
is such as calls for qualities, mental and physical, and the 
•farmer has a dual role to play. 


The Farmer's Dual Role. The above analysis stresses the dual 
Tole that the farmer has to play. He has to be both 
the manager and the labourer ; and this is truer of the peasant 
proprietor than of other farmers. They vary greatly in their 
ability as managers and workmen. One may not be able to 
come across a farmer who is purely a labourer and not a 
manager, or one who is discharging only the managerial func- 
tions to the exclusion of labouring chores. This is also due to 
the fact that the various fields and the farms are different in 
their productive and other capacities. Fertilities also reflect 
on their efficiencies. Another point is that the aptitudes of 
farmers also differ. This is responsible for the discharge of 
managerial and labouring functions in a dissimilar manner 
by different farmers. Still the dual role of the farmer needs to 
be emphasised here. The farmer has to discharge several func- 
tions all at once ; he has to be an entrepreneur, a labourer, a 
landlord and even an investor-capitalist. Broadly, his functions 
are twofold : he is a labourer and also a manager-entrepre- 
neur. It is on the efficient discharge of these twin functions 
"that the success of his enterprise depends. In case, the farmer 
is an owner he has also to plan the farm enterprises and do 
most of the labouring chores. The time of the peasant pro- 
prietor is nearly equally divided between labour and managerial 
jobs. For the landlord, the managerial job predominates over la- 
bouring odds, as the former are far more numerous for him than 
for a small farmer still, it would be wrong to assert that he 
is totally free from labouring chores •, he might have to under- 
take some sort of active work on his farm. This may not be 
so in the case of the absentee landlord, for this peculiar type 
Is uninterested in his lands. In the case of a tenant, the labour- 
ing jobs may be far more important than managerial activities, 
still the tenant may have to fit in his time-table with that pro: 
"vided by nature ; and admittedly, this is a management func- 
tion, no doubt. We have to point out in this connection that 
farming communities have a dual function to perform ; and 
most of the farming communities are based on the pattern of 
family groups. Thus typical family farming could be taken 
as a representative system of farming ; and this system (as wo 
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lnd the occasion to point out abov e) is based on the duaht) 
of farming functions In this connection, attention should also 
be drawn to personal factors in the management cum labouring 
functions on the farm, for in the ultimate analjsis the per 
sonal factors, alone, count, too 

Personal Factors Foremost among personal factors, is one 
that relates to the health and strength of the peasant because 
the farm work is essentially dependent on the physical capacity 
of the farmer Strong muscles are necessary to the successful 
performance of this work There is hardly any place for the 
weaklings on the farm Second among the essential qualities of 
a personal nature is the skill for various farming odds The- 
shill may be the special skill called for in these jobs for that 
would be an asset in the farming work But this skill should 
also be supplemented by a habit to do work at the right time, 
which in turn requires some amount o f foresight on the part of 
the operator That means that the farmers should be possessed 
of clear vision to be able to judge what to do at a given time 
and what to leave It may not be too much to expect of him 
that he should be equipped with some elementary training for 
the proper discharge of his duties, and be able to act m con f orm* 
ity with economic and and commercial trends This mean* 
that the farmer should visualise, in advance, the economic 
forces that are acting and reacting on agriculture Possessed 
of special time sense he must have ability to work to schedule 
and know what work should be done in a single day and 
in what manner Another quality is patience which is a 
very essential prerequisite in this business as perhaps in no 
other The one characteristic is that farming is a struggle with 
nature, and calls for considerable patience It would be dis- 
astrous if the farmer loses his balance on trifling occasions 
as this may upset his calculations, and in the end he may have 
to suffer losses And last among the special qualities, must be 
mentioned adaptability and elasticity , he should be able to 
change according as changing natural conditions demand that of 
him 

Farm Labour In fact, the human factor, in production, U 
not much under economic control, in the sense that the rate of 
the increase of supply of new increments, both qualitatively and 
quantitatively speaking, is not under human control We shall 
have occasion to discuss, in detail, the theories of population 
and find out how the economy is affected in regard to the 
growth of population We have to point out here, that farm 
labour, in its growth and composition, does affect the nature 
and trend of agriculture It does make a difference which la* 
bourer is employed, for the human labour is variable both in 
output and productivity , the total output being influenced bf 
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'the way in which different factors of production are combined. 
It is possible that human factors may improve from generation 
to generation, not only due to better equipment., and other 
factors but because of the improvement of the educational 
system. In spite of the pessimism exhibited by the Malthusians, 
the fact remains that with the spread of education, the 
efficiency of the farmers and the farm labour definitely improves 
from generation to generation. The place that labour occupies 
in agricultural production is not so significant as in the indus- 
trial sector ; still if we interpret the term “labour” in its wider 
sense, the part played by it is of the greatest importance for the 
farmers would also be included in “labour”. And with the 
passage of time, the role of the farm labourers becomes 
increasingly important. 

Agricultural Jobs. Having surveyed the farm functions, we 
now switch on to study the nature and complexion of agricul- 
tural jobs. This study is with reference to the labour aspect. 
Starting with an examination of the nature of the farm work, 
we shall see how labour use is economised on the farm 
and make a descriptive study of the types of farm labour. 
"Work simplification would also receive a sketchy treat- 
ment in this section while the important subject of the division 
of labour on the farm would also be dealt with here. The 
nature of the farm work is a subject which demands our atten- 
tion for the simple reason that farming odds are entirely 
-different from factory chore which are more or less of a routine 
nature, and are also standardised. Farm work is generally of 
an outdoor nature and timed with natural phenomena. In this 
aense, nature is of a distinctive character. Special types of 
labour are, therefore, required for the discharge of farming 
chores and a study of the types is to complement the exposition 
of agricultural odds. With the increasing introduction of 
machinery and its popularisation, the problem of work simpli- 
fication has assumed a special significance especially in those 
■countries and regions where there is a glut of labour, 
and where farming needs to be labour-intensive and not 
capital-intensive. Conflicting opinions prevail and this pro- 
blem is being hotly debated ; though we shall study this issue 
without reference to special problems in certain countries 
and regions, still this theoretical background would equip 
us with a preliminary and basic knowledge of the overall pro- 
blem in its various facets. This is proposed to be followed by 
a discussion of the issues attendant on the problem of the -Divi- 
■sion of Labour. The section is not a complete and self-sufficient 
unit by itself but only provides a link in the main argument of 
the chapter. We discuss in this section, the nature of agricul- 
tural jobs from the labour point of view, in manifold aspects. 
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Nature of Farm Work. In this paragraph, the reader’ s atten- 
tion is invited to the chapter captioned “Farm Operations”,, 
wherein were described farm operations in rather details 
Suffice it to notice the fact that farming jobs are of a continuous 
nature, if undertaken and planned wisely , it is, therefore, 
that they require the attention of farm labourers continuously 
This work is of an outdoor nature and, therefore, requires a 
special type of labour that is both strenuous and hardy. The 
labourer must be able to stand the weather, for his job is an 
outdoor one Again his work demands skill, not only of the 
ordinary type, but of a varied type, so that different chores 
may be performed efficiently Without putting a premium on 
farm technique exaggerating facts, or overstating them, we 
may point out that the man with less varied skill usually 
earns less than the skilled one, even in such jobs as feeding, the 
skilled labourers are equipped and get better results than the 
unskilled ones who may by wrong feeding endanger Cattle life 
Farm work also calls for ability to give and receive directions 
and explanations, for without that the whole programme may be 
jeopardised , the tasks are often spread over a large territory' 
and each workman is more or less self directive in carrying 
out his work He should, therefore, be able to hold in his 
mind the instructions given to him , this is essential for effi- 
cient and correct performance of his work Then farming 
chores also demand some elementary knowledge of the work 
in hand, a necessafy prerequisite for its correct performance is 
sound judgment Again, this *ype of work also calls for 
rigid adherence to the plans in hand, for otherwise there 
would be a chaos Close attention to farm work is absolutely 
necessary for an efficient discharge of duties incumbent on the 
farm worker Faithfulness to farm interests is another quality 
to be cultivated for increase of productivity And then there 
should be willingness to co operate with neighbours , without 
this farm would suffer a lot The nature offarm work is such that 
good relations are an asset for the efficient discharge of the 
same All the various points are deduced from the special 
nature and distinctive character of this work the discussion 
has proceeded from the labour point of view, for the simple 
reason that the argument relates itself to the human basis of 
agriculture 

Economy of Labour Use In this connection, attention needs 
to be drawn to the economy of labour use, which is planned 
ahead by a wise farm-entrepreneur Labour is economised 
when machines are used , similarly when labour is used effec- 
tively, it is “economised” This problem is specially pro- 
nounced when population is not high and the distribution of the 
same in the farm sector relatively pteagre Also a. good part 
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of the land is only scored up labour. Analysing the prob- 
lem further, we assume that the farmer is his own employer. 
The objective is to turn out as much as possible ; ..there are 
not many other conflicting objectives. The economy of labour 
use in this particular case would consist in working to his 
capacity by the conversion of food into physical energy. His 
work is determined by distribution of his effort and the useful- 
ness of tasks that he undertakes, the time-table that he adopts 
and other factors of production that also associate with him 
in his enterprise. Next, we must also recognise the apprecia- 
tion and depreciation of human labour. A man can work at 
such a high rate that he soon wears himself out, this means 
that the rate of depreciation is high. The optimum 
rate of work would be that at which he is enabled to turn out 
the largest quantum of work throughout his life-span, this 
means that the work is to be adjusted to the changing capacity 
of the worker even in his old age. It is possible that the farm 
labourer may be depreciating physically as he grows older but 
the fact remains that depreciation is more than offset by the 
increasing knowledge and experience that the operator gathers 
as he advances in years. Again, in the effort to appreciate, the 
farm labour may actually be wasted, as is done in a wrong 
system of education, imparted to the sons and daughters of the 
farmers attending ordinary schools, where education is divorc- 
ed from the realities of life in rural areas and agricultural 
sector. Also, the place that farm labour occupies in the moti- 
vations of human effort is recognised as pertinent to the eco- 
nomy of labour use. The usual single farm-operator combines • 
in himself the labourer, the manager, the entrepreneur and the 
investor ; and his economic aim is to secure the largest return 
from this combination in association with other agents of pro- 
duction. Extending these considerations to the sphere of family 
labour we find that the only difference is that more empha- 
sis is laid on the appreciation of labour while the objectives and 
motivations of the family are also to be taken into account. 
In the case of hired labour, the two different human economies 
are brought together : the motivations of the farm labourers 
conflict with the motivations of the farm owners. Good manage- 
ment is responsible for merging of the two conflicting moti- 
vations. Enforced servitude is not possible, even though the 
labourer is not as free, for the need to pay for his family is 
quite paramount. His chances for advancement in his work 
compel him to keep in line with suggestions and instructions 
given to him by the “owner” ; on the other hand, the owner, 
too, is not able to depend on his employees beyond a certain 
point, and is not sure of their future and potential conduct. 
That is probably why most of the employers do not favour the 
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idea of giving a training to their employees lest they quit for 
better jobs 

Types of Labour In this context sve should study the \anous 
types of farm labour There is, m the first instance, the labour 
of the owner himself, that of the peasant proprietor This labour 
is often supplemented by his family We hive already sun eyed, 
in brief, the implications of family labour as in labour uses 
Certain it is that faithfulness to the enterprise m the case of 
this labour is the greatest , there is devotion to the cause of 
farm work Single farmer is seldom the case and could not be 
come across even by the most searching researchers Next m 
importance rank hired labourers, who are paid wages on the 
basis of time they devote or the tasks they perform These 
labourers are often seasonal, being employed in the rush season 
and not kept in employment permanently It is the routine 
labour that they perform and seldom gi\ en charge of responsi- 
ble jobs Usuallv, these labourers are put in work for specific 
jobs which are easy to supervise the supervisory work is much 
minimised Thirdly, there is the child labour Boys and girls 
are usefully employed on the farm for simpler chores But it 
may be wondered if the labour they put in does not interfere 
with their growth and that their schooling is not interrupted 
But the belief that the farm will not interfere with their 
mental growth seems to be well founded, as recent educational 
practices bear the truth of this belief Land tenures too have 
a bearing on the problems and types of farm labourers Start 
ing with hired labourers, the ambitious labourer goes ahead to 
become a farmer-operator It is in this context that the 
problem of labour assumes a different complexion The 
impact; of land tenures on the supply and composition of 
farm labour is considerable , for instance, the increase of ten 
ancy is always co existent with the increased supply of labour, 
while the reversion to peasant proprietorship brings about a 
dearth m the supply of the floating labour force available in the 
community To regulate labour is rather difficult for the 
authorities as the nature of agricultural jobs is hazardous and 
sporadic No fixed hours of work obtain nor is it possible to 
standardise conditions of work for the agricultural labourer 
The employer-employee relations are of paramount importance 
in the sphere of Agricultural Economics 

Employ erEmployee Relations In large scale industry, labour 
relations are often a headache to the employers As pointed 
out above, the distance between employers and the employees is 
considerable and absentee-ownership prevails, but that is not 
the usual case in agriculture Agriculture has not the same 
headaches for the farmer-entrepreneur Again most labourers 
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live with the families of the farmers for whom they work. And 
"then the “distance” between the employer and the employee is 
not so great as to give rise to these problems. Still, it must be 
•conceded that agricultural employers do not possess the same 
•experience in dealing with problem's of labour as do the in- 
dustrial employers. This is the crux of the problem. In fact, the 
ever-recurrent problem of employer-employee relations is that of 
the united effort of both the employers anc| employees in getting 
the best out of the farm. Employer-employee relations concern 
Law; the contract between the employers and their employees 
is so regulated. But these also depend on the goodwill and the 
attitude of both parties. In this connection, it must also be re- 
emphasised that the matters revolve around the simple one of 
giving correct and detailed instructions to the employees. The 
employees, like all other humans, are sensitive to their mis- 
takes, and the wise and tactful employer does respect their 
feelings on this point. This is the first essential of good labour 
relations, especially on the small farms. On the large-scale farms, 
the role of the foreman is the one that needs great tact and fore- 
sight and understanding of human nature. On these farms, the 
piece rates and the task rates are favoured, for by this device a full 
day’s work is assessed. But where quality J s the main issue, 
these are discarded in the interests of good and qualitative work. 
Clear and reasonable specifications and standards of work are 
set for labourers and rates adjusted accordingly. For good 
relations, verbal exchange of hot words must be avoided. 
Systems of the extra bonuses for extra time and extra perform- 
ance should also be introduced in the interests of happy rela- 
tions. Grievances are likely to arise between the gangs of 

labourers and their foremen than when single workers work. 

• 

Work Simplification. Before attacking the problem of 
‘division of labour’, the problem of work simplification needs to 
he attended to first. Here, the object is to move hands no more 
than is necessary. It may be stated in parenthesis, that the 
mechanisation of agriculture is not a necessary pre-requisite to 
the simplification of work in farming work. The strain of work 
is sought to be reduced by the application of scientific manage- 
ment and its success or otherwise is, to a great extent, depen- 
dent on work simplification as on the farm. The rate at which 
operations are performed is also of great significance in farm 
work. In. this descriptive study, (the analytical study will be 
taken up in a- later chapter), we may emphasise that the natural 
operational rate could be stepped up by such movements as 
become worker’s habits. The work-place could be so arranged 
as 1 to reduce the strain on the bodyand to bring the hands into 
the most natural contact with work that is sought to be done. 
•Also, the apparatus could be fitted to the task in hand. Again, 
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whole operations that are regarded as wasteful of his effort, 
could be omitted outright Then the work of the whole 
labour force is to be pieced m such a manner as to be comple- 
mentary in itself In short, work simplification consists m 
adopting the methods of economising the movements of the 
body and reducing the strain on the labourer, whether that 
strain be mental or physical Apparatus is also developed to 
suit the task and is so adapted as to bring about work sunpli 
fication Extending this further, we find that the size of the 
holdings could fit in with the size of crews, thus bringing about 
the optimum both in regard to the crew input and farm output 
The maximum output in the minimum time is the aim of work 
simplification In the West, motion pictures have been made to 
teach farm hands the methods of work simplification, so great 
is the stress laid on work simplification there Rhythm is also 
introduced in the work simplification operations, so as to make 
the twin movements of hands and the muscles concurrent Mecha 
meal handling of agricultural operations is undertaken Various 
steps are taken in this, rearranging the site of work to suit the 
simplification of work, the improvement of equipment, so as to 
bring the improved equipment within his means, make it more, 
suitable for him, so as to eliminate the unproductive routine 
as far as possible locating correctly the supplies and other thing* 
required in the agricultural odds, and lastly, improve the 
methods of work supervision so as to get the most out of every 
worker This may involve a substitution of management for 
labour, ns this extra supervision more than repays its cost, in 
the way of effecting a saving in the labour bill, and also in the 
way of shifting some responsibility away from labourer’s in- 
experienced shoulders Work simplification goes far to ease the 
burdens of labour and also increases his capacity 

Division of Labour The next, in order of importance, u 
the subject of division of labour on the farms We observe, in 
the first instance, that tl is concept does not convey the save 
sense in the sphere of agriculture as in industry, because of the 
absence of functional division as between the different farm 
operators Tarm operators are manual workers masters and 
administrators performing all the combined functions The 
managerial and the operational functions are all very much 
intermingled and mixed up Farming is usually small scale and 
therefore, the division of labour is verv much limited, too 
Because of the predominance of the small scale, the distinction 
between the managerial and the operational [unctions 
is very dim In this regard the difference between the 
fartory and the farm is rather distinct Farm operations are of a 
biological nature, and depend on the successive stages of 
growth of crops and animals, this makes it impossible to 
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introduce routine tasks such as may be exclusive of other jobs. 
Regularity and continuity are not characteristic of farm work. 
Also the labour force on a farm is generally small compared' 
with factory staff ; and it operates scattered on a very large 
space while the factory staff works within the four walls. This 
enables greater division of labour, introduced in factory organi- 
sation. Still some intensive division of labour may be intro- 
duced on large farms, and we may come across such specialised 
functionaries as shepherds, dairymen and the tractor-operators. 
But even these “specialists” can take up other types of work in 
addition to their own, (if need be); thus the division of work 
and specialisation is not of an exclusive type on the farm. 
Specialisation on the farm is limited because of the fact that 
farmers (at least a majority of them) do not have enough land 
nor even enough capital to invest ; they could not continue to 
work full departments to the optimum standards for the whole- 
time employment of their “specialists”. Seldom are specialists 
employed on single farms ; they may, however, be co-operat- 
ively employed. Specialist farms are, in a sense, a form off 
agricultural division of labour. There are often the dairy farms, 
poultry farms, sheepfarms and cattle ranches; these are instances 
of specialisation in agriculture. In the sphere of integrated 
farming, too, division of labour may be practised in an extended 
sense. That may be vertical division of labour, as understood 
in Economics. Many farmers, in advanced countries, have 
begun to produce agricultural stuff, in combination, so that the 
finished product is the result of the combined efforts of many 
farmers. But the conclusion, that division of labour is limited" 
as on the farm, seems to be irresistible, for the various func-‘ 
tions are often fused together. 

Labour Efficiency. Having surveyed various problems of 
agriculture in their relation to farm labour, it is pertinent to 
enquire into the causes of labour efficiency and the impact off 
the same on farm work. We have, in an earlier chapter, 
studied concepts that we apply to the sphere of labour. We 
differentiated between the twin concepts of capacity and efficien- 
cy, and saw that productivity of labour is the resultant of 
efficiency and capacity of labour. Generally speaking, an 
increase in the efficiency of labour could be brought about .by 
the improvement of the labourer’s own output, or by that off 
structural and organizational factors on the farm itself. We have 
already considered the second set of factors, but not the first 
part of labour productivity. It would repay our study, if we- 
reckoned how far it depends on the workers themselves and to- 
what extent it is the result of directional factors. The problem 
of the improved efficiency of labout' is of superlative importance 
in the sphere of agriculture, for the simple reason that there is 
ittle division of labour on the farm, which is itself very smalt 
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in scope, as compared to the manufacturing industries, where 
greater division of labour is practised This means that greater 
demands are made on the worker who must exhibit high person 
al responsibility and also willingness to work with a greater 
ability In a paragraph above, we did emphasise human and 
personal factors, contributing to productivity of farm labour and 
stressed the invaluable qualities of willingness and the sense of 
responsibility in farm workers On the small and medium 
sized farms especially, it is the personal interest of the farmer 
and his family, that ensures greater productivity and also 
enthuses the farm labourers The conditions of work and the 
scale of remuneration will also go far to bring greater willing- 
ness and sense of responsibility from the workers Regarding 
the wide range of technical ability, we have to remember varied 
and multiple nature of farm work, the workers on the farms 
have to use not only physical strength, but also some skill crop 
and livestock sense Farm work, m fact, is something remote 
from specialist work Routine duties of the farmer constitute 
most varied and multiple jobs on the farm In a broad sense 
the efficiency of the farmer would depend on physical and 
mental fitness and alertness of the worker as also on his train 
ing and experience But we are anticipating, in this intro 
-ductory paragraph, arguments and conclusions, developed in 
the Daras below 

Capactty and Efficiency Before we proceed to investigate the 
causes responsible for efficiency of labour, it would be proper 
to distinguish between the twin concepts of capacity and efE 
ciency, at least we must refresh our knowledge of the same We 
have already defined capacity as the power to receive or asso 
ciate with the other factors of production this means that 
capacity refers to input, and not to output Wide range of diffe 
rences exist in men with respect to the amounts of land labour 
and capital they could operate Certain operators could work 
-on much bigger acreage, while others could not At the same 
time, certain pieces of land require greater effort which need not 
be expended on other pieces , this means that these lands would 
require labour with greater capacity to work on them than 
other lands In this sense, capacity would by itself not imply 
anything, unless taken in conjunction with efficiency Efficiency 
is to be distinguished from capacity in that the former relates 
to the output of labour, while the latter to input Efficiency 
refers to the output per unit of input and not to the total output 
and is to be thought of as the value of the product per amt of 
-other factors of production such as land capital etc , when asso 
-ciated in the most profitable (or optimum) proportions Capacity 
is thus related to efficiency, for the calculation of efficiency is 
-possible on the basis of capacity Different pieces of land may 
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yield widely different results per unit of labour expended on 
them ; similarly, two labourers may also be different in produc- 
tion when combined with the same quantity of other factors of 
production. These two labourers are said to vary in efficiency. 
From another angle, the total product when divided by capacity 
equals efficiency. It would be idle to pretend that these terms 
are used with reference to labour alone ; as pointed out in an 
earlier chapter, they do relate themselves to other factors of 
production, too. But the present discussion refers to labour ; 
hence we have taken these examples. The point that needs re- 
stressing is that factors possessing high efficiency must be com- 
bined with labour of high efficiency. But more of this in a later 
chapter, on “combination of factors”. 

Factors of Efficiency. Having grasped the distinction 
between capacity and efficiency, we now proceed to unravel 
the concept further. In this regard, attention should .be 
focussed on mental and physical qualities of workers, for both 
these have a bearing on farmer’s technical ability, which we may 
interpret- as being synonymous with efficiency. This ability is 
dependent on mental and physical fitness and alertness of the 
farmer, otherwise the farming work could not be successfully 
carried out. Farming job is outdoor and calls for good physical 
and mental capabilities. This type of work also requires cons- 
tant braving of the inclemencies of weather. As regards techni- 
cal ability, this depends on his training and experience. Train- 
ing and education are important, for with the progress of agri- 
cultural technique, its mastery has already become a function of 
training and education with the farm entrepreneur. The empiri- 
cal method of learning (by means of trial and error) is no longer 
favoured by modern agricultural opinion. In the modernised, 
farming system, formal training is of no avail, and has to be 
substituted by more intense and detailed training and instruc- 
tion. In the factory, the development of technique tends to 
make task simpler and facilitates the introduction of machinery, 
but on the farm the introduction of improved technique means 
that the operator must possess progressively higher and higher 
standards of skill and intelligence. It is only a very intelligent 
farmer who could be trusted to operate the specialised farm 
machinery, and not the illiterate one. Efficiency, therefore,, 
depends on personal factors inherent in - farm labour. 
Efficiency depends also on the management of farm labour, 
for efficient labour is wasted if not efficiently managed. 
This aspect of the problem is of a threefold nature : plan- 
ning, assignment and assessment. The first stage is planning 
which involves the twin considerations of keeping labourers- 
fully employed to the best advantage. The success of a farm 
enterprise depends on the timing of operations ; certain jobs- 
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could be postponed but not certain others without detriment to 
these operations, and farm produce Hence chalking out alter 
native programmes for under-employed labour is a task beset 
with insuperable difficulties because of the seasonal character o{ 
farm work What the farmer could do is to time various opera 
tions in accord with the biological and natural requirements 
of the various enterprises undertaken Planning ahead of 
the times is rather difficult for him, m view of the 
difficulties about anticipating the correct climatic conditions 
.and the right natural phenomena Still, planning is essential 
even though the farmer has to alter the same m response to the 
changes enforced by nature In regard to the second stage, i e 
that of assignment, we have to observe that this business is also 
incumbent upon the owner if he wants to get the best out of the 
labour he employs, for the right man in the right place and in 
the right job would amply repay him In the factory, it is the 
machine that sets the pace and everything is completely routi 
nised, and labour is well acquainted with the daily routine But 
on the farm, things are not a little different, for the absentee 
owner may not even be aware of the routine , and, therefore 
unable to assign multifarious duties to various workers Rough 
■estimates of the time-consumption of various chores are known 
to farmers , that makes the task of supervision easier for them 
This leads us to assessment under this heading we study how 
the farmer uses clumsier yardsticks And that is why the tra 
ditional ways of work have been perpetuated in the agncul 
tural sphere Recently, however, much attention has been 
devoted to the investigation of the psychological factors res 
ponsible for the increase of efficiency, and also to the farm 
layout in its impact on efficiency factors We have already 
studied the influence of organisation on farm efficiency 

The Index of Efficiency & Productivity In an earliar chapter 
we defined productivity as the product of capacity and efficiency 
In this regard, we have to invite attention to the resultant of 
efficiency and capacity If the capacity of labour increases 
the productivity is bound to rise, also if the efficiency height 
ens, then too, productivity rises Efficiency being the ratio 
between the energy put in and the results secured, productivity 
is a function of efficiency In other words, the twin concepts 
of capacity and efficiency are the twin dimensions of product! 
vxty The indices of productivity are either in terms of acre 
age or in terms of labour or in terms of the produce of land 
From the labour point of view, productivity indices are w terms 
of man-hour units We might reckon productivity as a rati* 
of labour input (measured in terms of man hours) to the total 
produce Also the physical produce per unit of labour is an 
other measure of productivity , but this is more or less for the 
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urposcs of_ comparison. One should clearly bear in mind 
that capacities, efficiencies, and productivities, all vary with 
•prices, which in turn vary with the supplies of the input factors 
available and the demand of the product. More of this ana- 
lysis in a chapter on the pricing process. Physical input-output 
relations, however, must be understood as a preliminary to the 
understanding and appreciation of economic measurements, 
for it is the physical relations which in turn, have a bearing on 
the economic ones. Net Productivity is what we have, after 
meeting all expenses of production ; net efficiency is found out 
after we have deducted overhead charges ; it is efficiency at the 
optimum point. Capacities and efficiencies of workers, and 
supervisors, are not to be considered as fixed and rigid ; there- 
fore, the productivities, too must not be considered as fixed 
and immutable. With younger hands, who could be trained 
for better work, efficiencies and capacities could be varied 
•quite a little, if the efforts to that end are intelligent and well 
directed. Only by increasing the efficiency of the farmer 
could he hope to accumulate some capital with which to* acquire 
more land and other resources. But a worker may be inefficient 
only because he has to labour under overwrought conditions. 
In order to maximise the productivity of labour the effort 
should be to combine only those factors that have the maximum 
capacity and the maximum efficiency. Good management 
consists in the selection of more efficient and more capable 
labourers for the performance of agricultural odds. A clear 
understanding of relationships between capacity, efficiency and 
productivity is helpful in maximising output or productivity of 
farm enterprise. This clearer understanding also enables him 
to analyse matters more closely and more precisely. It may 
•be conceded that labour productivity is not dependent only on 
the factors concerning labour alone, but also several others 
“extraneous” to it, or remote from the labourer’s purview. 
Normally, the more efficient farmer should be permitted to cul- 
tivate. 

Labour and Farming. The labour requirements of various 
types df farming are varriable. In this connection we need 
differentiate between various types, such as family farms, the 
middle -size farms and large-scale farms. The labour require- 
ments are variable with the size of the farm. True, that varia- 
tions arise with different cropping systems, which also is to be 
'taken into consideration. The main difference is that these re- 
quirements differ with farm size, as far as the quantity of labour 
input goes; normally the larger the size of the farm, the greater 
is the demand for labour there, but the composition of a labour 
force depends on various farm types. Usually, the labourer 
’Is a member of the farmer’s family and relations (as pointed 
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out earlier in this chapter) between him and the employer are 
not strained, as in industry Not that there are no problems 
facing the farm management but the complexity of these prob 
lems is not a little different from that in the industrial sphere On 
the speciality farms these requirements are of a qualitative nature 
In short the labour requirements are in accord with the size of 
a farm One reason that appears pertinent is that speciality 
farms are cultivated on account of the aptitude of the farmer 
and in accord with his training therefore, the demand for 
labour is not very different from that on the other farms The 
ordinary farms unless they are very big (even when they are 
speciality farms) could not afford to employ skilled labour but 
content themselves with unskilled labour Hence we have to 
take account of the labour requirements from the scale point of 
view and not from that of sp*ciality 

Famil-v Farmx &. Labour Starting v\ ith the assumption that 
the family farm is large enough to use the labour of the owner 
and his family we find that the supply of the family labour is 
not something which automatically adjusts itself to the farm 
size In the first instance a family is not a stationary unit it « 
also variable in size and often goes through a cycle The family 
grows and some of the members may leave for the purposes 
of schooling or for settlement in some urban areas It 11 
impossible to fit in a farm with the changing size of the farm* 
family In case the farmer starts out with a sufficiently 
large farm to suit the labour supply of his family, he may need 
to hire more labour while his boys are growing up and pro* 
bably again when the family members go out for settlement 
elsewhere A wise farmer would start with a small farm, and 
Jater on exchange jt in return for a larger ard bigger one to 
suit his growing family But with the farmer, family labour 
supply alone does not count, he has other considerations to 
reckon with, for example, his resources finance etc In the case 
of a rentier the change of the farms may be easier but notso 
in the case of owners Family labour supply is more or less a 
determinant of the size of the family farm though the two 
could not be kept in accord with each other In backward 
communities the educational programmes of the family are or 
no account hence, labour supply of the family farm could be 
easily anticipated Often it happens that while with the passage 
of time the size of family grows but not the size of the farm 
with the result that the pressure of population on a farm rue* 
and farming gets to be an uneconomic proposition Some of the 
wise family farmers resort to supplementary projects for the 
employment of the growing family they might add dairy farm- 
ing or horticulture to usual agricultural pursuits Ore'cn 
regular enterprises may be intensified Simple budget anal?*** 
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enables people to assess various alternatives vis-a-vis employment 
■of the family labour. The family knows, by this analysis, the 
•cost ojE>following a certain course of action and sacrifice 
involved. Such an analysis is useful in making certain decisions! 
In case, tlve family is expansive, a labour-intensive course of 
•enterprise may be followed by him, instead of a capital-intensive 
one. This means that the farmer may employ more labour 
instead of machinery and the equipment that he normally may 
like to. The labour-intensive system of farming enables him to 
utilise more labour, the absorption of parasitic labour (of the 
family) is often a headache. Of course, a more enlightened way 
is to expand the farm business, to shorten the hours of labour, 
to relieve the odds in the household, to grow more vegetables 
■and fruits and to improve the appearance of the farm and the 
barns, etc. But the conclusion, that the family farms would be 
less inclined to adopt the policy of work simplification, (at least 
as long as there is surplus and parasitic labour in the family) 
seems to be more or less irresistible. This is truer of expanding 
families. 

Small Units & Labour. On small units, the problems of 
labour are not a little different: again the variations in regard 
•to labour accord to the size of the farming enterprise. On the 
very tiny farms, the requirements in regard to extra labour 
are confined to “rush” seasons only. On farms, which are a 
little bigger, the employment of one or two extra hands is a 
usual feature', and though the nature of the problem varies some- 
what with the number of the workers employed; still, the funda- 
mentals remain the same. The first problem that faces him is 
Jiow much extra labour (help) to hire. Sometimes this is required 
for very short periods of time, only for peak seasons; but that 
is also a problem, in that the peak period in one farm coincides 
with the peak and the rush period on the others; it is peak and 
rush season all round. This may raise complication of high wages 
which may be demanded (in the rush season) by labourers 
•working casually. And the adjustment is not so easy to effect 
especially when the farmer tried to so adjust his labour require- 
ments to the seasonal demand and supply of labour. In this case, 
he has to weigh whether this extra hiring is useful from the 
.purely accountancy point of view; if the payment to labour 
in the form of wages (both in cash and kind) is more than 
■covered by returns therefrom, he would be inclined to go 
for the same and employ labour in the “rush season. Extra 
labour is also employed for the purposes of giving relief to 
family labour who may reduce their working hours with the 
employment of casual labour - as in the peak season. .Hiring, 
labour on the year-round basis • involves similar considerations, 
-though in a more pronounced form. The year-round labour 
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is of a better quality, more skilled and more responsible And 
where skilled and responsible labour is required the usual 
method is to employ them on a permanent basis for the workers 
of this type want to be assured of security of tenure and service 
How much of this labour should be employed depends on 
the farm size which again is determined by lus resources and 
abilities The marginal principle is applied here and the farmer 
calculates on the basis of the marginal cost of labour to be co 
vered by the returns on the margin The same principle 
applies to the expansion of a firm If an additional hand 
employed costs more than what he is able to contribute, the 
employment of an extra labourer is unjustified, Seasonal 
contracts are also undertaken and executed by a farmer m 
search of extra labour In this case the level of wages depends 
on the prospects of finding other jobs in the “off season” 
But this labour force is not dependable, unless a contract is 
entered into and is binding on both the parties Even then 
casual labour has not the same interest in a farm as the 
permanent type would has e Regarding wage rates, the prevailing 
ones are paid, but even these are not fixed The reason is that 
the farm labour market is usually disorganized and not competi 
tive, moreover wages are dominated by custom and tradition 
Public employment offices and exchanges could narrow the 
range of wage fluctuations Lower wages are usually paid for 
boys and older hands children and women, and they may be 
treated as fractional labourers But this is not the place to 
analyse farm wages 

Labour and Large Scale On the larger-sized farms the 
owner does not work with his workers he is usually an absentee 
proprietor Secondly, he employs a foreman or supervisor to 
assess labour input and to see that labourers do not waste their 
time Thirdly there is some amount of division of labour on 
these farms and mechanisation is much extended than on the 
smaller farms These two are interlinked, as without the division 
of labour, the extent of mechanisation is much limited, that is 
theoretically proven and we need not repeat the argument advanc- 
ed earlier m the chapter on ‘'Elementary Economics” Fourth 
ly, the labour force works in gangs and groups and not as 
isolated individuals And lastly, the labour employed is of 
various grades and qualities all of it is not unskilled and unspe 
cialised, because the range of work (on fhese farms) is wide and 
admits of various qualities of labour being usefully employed 
Some distinctive traits of these farms may be enumerated here 
in order to grasp the problem in its fuller implications Most 
large-sized farms are the speciality types, they admit of special 
operations with the result that the demand for labour is highly 
specialized, the year-round labour force is skilled and the wage- 
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bill, consequently, very high. Second important characteristic 
is that some of the employees are of managerial types or super- 
visory grades. Thirdly, most of these farms use peak-load labour* 
who must be paid enough to compensate them for the time lost 
between jobs. Fourthly, the large-sized farm labour require- 
ments are of- a stable type and do not (appreciably) fluctuate as 
yet been various seasons, for larger farms usually plan various 
operations in such a manner as to make them complementary so 
that the maximum is reaped out of the same farm all the year 
round. In the light of the above the labour requirements, both 
qualitative and quantitative, are not a little different from those 
on the other farms. On these farms alone, are labour require- 
ments of a qualitative nature and problems of a special nature. 
Mechanisation raises a host of issues arising out of the displace- 
ment of labour by machinery and the cost of mechanical appli- 
ances employed thereon. The employment and selection of the 
manager and the foreman : is eventful, for on this hinges labour 
efficiency and, therefore, the productivity of farm enterprise. A 
correct division of labour is responsible for the improvement of 
farm productivity, it is to be in accord with mechanical appli- 
ances and their utilisation requires some experience and know- 
ledge of the farm technique to implement it. We shall have 
occasion to examine, in detail, the mechanical requirements ; 
suffice it to notice that the employment of labour and machinery 
needs to be in accord with operational demands. Also the working 
of labour force in gangs and groups involves special considera- 
tions, their efficient working rests on the understanding of group 
psychology and the incentives afforded thereto. The conclu- 
sion seems to be that the level of the wages on the larger farms 
is usually high; this is also borne out by studies undertaken in 
this respect. Another corollary is that the drive for mechani- 
sation is rather intense on the larger farms than on others. 

General Considerations. Coming now to general considerations* 
attendant upon the employment of labour on farms, we discover 
that the problems are mostly of a common character. These 
are common to all human relations and have to be taken as. 
such. In the first instance, we must admit that the hours of' 
labour are unregulated and especially excessive in the peak 
season -, being shorter in the winter and longer in the summer, 
for obvious reasons. Farm work is different from factory work- 
in this respect. Long hours of work are taken for granted on the 
farm and the farm workers, in co-operation with farm-families, 
put in long hours ungrudgingly. Farmers have to finish farming 
odds within the particular seasons ; or the produce would' go 
rot and become unmarketable, too. He does not mind even 
working at night, for the task must be finished within the specifi- ' 
ed time, which is often shortened by the inclemencies of the 
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weather And the load of work on the farm is very heavy indeed 
for the simple reason that outdoor conditions do not remain 
cren overtime , this by itself, makes the habit of working 
excessive hours enduring with farmers There is usually an 
off-season with the farmers who, therefore, do not m in d putting 
in long and excessive hours of work for a short spa n And the 
longer hours of work are easier to endure m outdoor conditions 
than m the factory atmosphere In regard to housing the usual 
practice appears to be to lodge hired labourers with owner 
employers But to the migrant workers and the casual labourers 
housing presents a rather difficult problem though on larger 
farms, some permanent form of living accommodation is usually 
provided to attract labourers In the West, where tnechamsa 
tion has proceeded apace and the possibility of having trailers 
is not remote, with their employment the problem of migrant 
labour does not present any difficulties Decasuahsation of 
labour is often advocated by labour experts, as schooling of 
migrant children suffers much Central construction of housing 
for this type of labour is also advised, but this is an important 
constituent in labour costs But the problem could be tackfed if 
labour force is of a permanent nature and tenure for the large 
scale farmer would not mind the extra expense incurred if that 
would ensure him a stable labour supply of an efficient char 
acter Another consideration is the extension of the housing 
facilities to the rural areas though this is not in priority m the 
minds of the public and the authorities concerned Hutments 
may be provided to a migrant labour force out of public funds 
but the fact that farm labour is less vocal than industrial 
labour is responsible for this neglect Another problem is that 
of wage fixing by public authorities , attempts have been made 
in this direction m the United Kingdom and the other progres 
sive countries , the British Boards determine both wages and 
the conditions of work on agricultural farms and claim to have 
done a lot in this direction But the fact that the nature of 
work in agriculture is outdoor and that there is no trade union 
jsm of strong type in the farming avocations is responsible for 
the non enforcement of wage and other labour legislation 
enacted for the benefit of farm workers Still, the one good 
that is likely to come otit of such legislation is that it would 
pave the way for the ultimate betterment of agricultural 
labourers 

Labour Requirements Labour requirements may now be 
analysed, as they are related to labour problems in general Ai 
pointed out above, the requirements of labour vary with the sue 
of the farm and their enterprise Other determining influence! 
are the system of farming and the degree of technologies! 
development The larger the size of the farm, the greater tfce 
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requirement of labour; this is usually the case, although on the 
more mechanised farms, the labour requirements may not be 
so high. The highest employment of labour is found on inten- 
sive farms. But the variations of demand for labour are 
influenced also by the nature of farm enterprise, for certain 
enterprises demand more labour than others; labour require- 
ments in the matter of the market-garden crops are the heaviest. 
The type of livestock kept also determines the labour require- 
ments, for example, dairy farming strains labour requirements 
more heavily than cattle ranching. It may be pointed out here 
that the requirements in the matter of specialists are very meagre 
in farming for the simple reason that the average size of a 
farming enterprise is not very large, it is the small scale that 
prevails in the sphere of agriculture. There are very few farms 
that could afford to employ full-time specialists and could keep 
them fully employed. Seasonal variations also exist in the 
requirements of labour; in the rush and the peak seasons 
(already adverted to) the demand for labour is very heavy. 
Seasonal requirements may vary from year to year and during 
the same season. The reason for the first is that croppage and 
yield in respect of certain crops and produce varies as between 
different years, certain crops may yield more in alternate years, 
therefore, in these years the demand for labour may be heavy. 
But the range of such variations tends to be minimised and 
narrowed with the increasing application of science to agri- 
culture. Still, the seasonal and the daily fluctuations in labour 
requirements are increasing — a difficult problem in agricultural 
employments. Crops have peak requirements for labour both 
at planting and at harvesting seasons. The peak seasons are 
followed by slack, and dead seasons. But in the peak seasons 
so heavy is the demand for labour that the whole labour force 
may be unable to cope with the situation. In the matter of 
livestock farming, too, the rush seasons are there, for example, 
the lambing and the shearing seasons for sheep. Flucutations 
here are from day to day, and not merely seasonal. In the 
sphere of dairy-farming, especially, the milking time is the rush 
time, when more labour is required. The nature of the problem 
is essentially the same, that of utilizing the underemployed 
labour force during the off season; and that of adjusting the size 
of the labour force so as to avoid overstaffing, for while the 
former leads to waste, the latter results in overwork, both these 
are undesirable. Usually, the difficulty is overcome by so 
fitting in the enterprises that the demand for labour dovetails 
ensuring optimum distribution of 'work throughout. Or it could 
be solved by keeping the very minimum staff and employing 
extra hands during the peak and rush seasons. The first method 
relates to farm management with aspects wider than those of 
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} labour alone But the second method poses the problems of 
casual labour, which by itself is not quite desirable in view of 
the evils attendant on the casualisation of labour There is yet 
a third method, that of co operative effort put in by the farmers 
during the rush periods This solves the problem of the rush 
period and may not raise the question of casual labour either 
This pooling of the labour also solves problems arising out of 
scarcity of labour and the overcrowding on the farm, as might 
often happen m countries with excess population Sometimes 
the state or some public authorities might arrange for the immi- 
gration of labour to places where the rush season has started m 
the right earnest — a better distribution of labour might be effect- 
ed by outside authorities, and this may be done on the basis of 
contract Overtime work may appear to be another solution 
But this is not so on closer examination, for overtime in agri 
culture means the extension of the working day Already the 
farmer works to the completest possible length of time Overtime 
in this sense is without any significance, for the hours of labour 
in agriculture are more or less unregulated In the rush season, 
the farmer does not work leisurely but at the fullest tempo 
Farm work is regarded as continually endless, especially in rush 
time 

Labour Supply Hai ing sifted the problems relating to the 
employment and busy-ness of the labour force on the vartousl 
types of farms it is not out of place to view closely problems 
relating to supply of labour Mainly, supply of agriculture 
labour force depends on the total size of agricultural popu 
lation in the community and the ratio of the active population 
to the total The agricultural population of the world amounts 
to nearly two thirds of the total population This means that 
agriculture is by far the largest industry and the most popular 
occupation in the world Agriculture provides employment to 
the largest part of the world s population and the greater part 
of mankind Human progress is, therefore, linked with the one 
attained m the sphere of agriculture But the fact is just the 
opposite for the greatest economic and material progress has 
occurred in those countries in which the proportion of the agri 
cultural population is the lowest It only means that over 
employment in agricultural pursuits is a waste of human labour, 
and its misuse The question of labour supply to the agricul 
tural sector, therefore depends on the ratio of the agricultural 
population to the total or on the preference of the people for 
the agricultural pursuits TJbe rural population is mostly 
having a surplus which raises a problem for the rural economy 
Farmers tend to multiply faster than urbanites, with the result 
that migration movements have been city-wards Anothe* thing 
lb be noticed is that they are not so well informed about current 
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^affairs as the townsmen. Farmers have been too much stay-at- 
home and know little of what goes on in the world, it is because 
*of this fact that the rural countrymen are cut off from the out- 
side world. They do not enjoy the benefits of a modern system 
•of communication. The usual farm boy is brought up in 
■•environments where there is little progressive companionship for 
him. He grows the habit o.f spending too little and remains com- 
paratively unconnected. A study of social mobility would indi- 
cate that chances of a farm boy’s climbing up the social scale are 
rather remote ; the f irmerS show a poor rating in this regard. 
Farmers, along with labourers, have few distinguished children. 
In regard to labour supply, it may also be pointed out that the 
costs of rearing children in rural areas are rather low, at least 
lower than what they are in the urban areas. The trend of 
population in the countryside is usually towards the incline, 
because rural needs compel men to get married. And the child- 
ren marry at an early age as they expect to gain in companion- 
ship and in having a helping hand when married. Their edu- 
cation finishes early and they do not have any other business to 
take to. Then child rearing also begins rather early, for the 
costs of raising children are quite low. It means that the multi- 
, plication takes place at a more rapid pace than in urban areas. 
With the increasing use of steam and electric appliances on the 
farm, there arise economies in the use of labour force, and the 
problem of surplus population is quite a headache. 

Status of Agricultural Population. A study of population 
statistics would throw some light on its status. The fact stands 
that its status differs from country to country inasmuch as 
population statistics are widely different, still some generalisa- 
tions could be made. It could be safely said that family labour 
predominates in the sphere of agriculture. The ratio of the 
hired labour to it is very low. Most farms are of small size ; 
and, therefore, run manned by owners themselves, in active 
assistance from their families. This overdependence of the 
agricultural pursuits on family labour has far-reaching conse- 
quences. The labour that is actually used is determined by the 
size of the family rather than the actual requirements, this 
results in either over-staffing, Or under-staffing, for it could not 
be possible that a farm be sized to labour supply drawn from the 
family. We have already stressed the fact that the supply ot effec- 
tive labour from the 'family is not constant either *, this labour 
supply is fluctuating, too. Even if one started with perfect equili- 
brium in this respect maladjustments would certainly be noticeanJe 
,in course of time. The second economic implication is that famii" 
^labour is outside tlfe orbit of legislation ', such Interfererar 
could not be effective'fherein. Wages, hours of wot a and 
•conditions of employment, as regulated by the legislating m 
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rity and the executive, could be hardly enforced in a family, 
which is a compact unit outside the scope of such legislation^ 
even if legislative interference was to be sought And the 
impact of the same on an industry, which has often to wort for 
irregular hours is significant Agriculture is such an industry 
which works by spurts And then the costs of family labour 
are not easily assessed, the assessment process would be arbitra 
ry family labour is not on the commencal plane and the cash 
outlay involved in the employment of the same is not easily 
possible of assessment This accounts for the continuation of 
uneconomic enterprises on family farms, for labour costs are 
“negligible’ and not counted The second characteristic is the 
fusion of the managerial and manual functions Little distinc- 
tion could be made between the two functions especially on 
small producing units that predominate in the agricultural 
sector Very few farms, indeed, are concerned with the division 
of the twin functions and fewer farmers could make a clear 
distinction between them time is devoted, indistmguishably, to 
both this means that specialisation is not possible nor perhaps 
desirable for even if after so much specialisation, the fanner has 
to undertake both the jobs, there is little use in such an under 
taking The problem may be posed in this manner does the 
industry stand to gam from the specialisation of functions and 
a dispersion of the same, as between the different operators? 
The answer is not so simple, but it may be repeated that farm 
work is of a continuous nature and hence the dispersion of func 
tions is far from useful from the productive angle Dispersion 
is likely to hit at the continuity and integral character of farm 
work A third characteristic and determinant of the status of 
agricultural labour force is the fact that the scope of division of 
labour is very much limited Some degree of division of labour 
may be practised but that is only on large and specialist farms, 
not the ordinary farms This also means that the agricultural 
population is mostly of a homogenoeus character and not divided 
into distinct strata Still, because of the fusion of functions the 
relatively small number of the staff and the comparative absence 
of the division of labour, the status of the agricultural and 
farm workers is not very high, the farmer is an all-in-one person 
and expected to perform most functions 

The Structural Composition The structural composition of 
agricultural population is of relevance to the problem in hand, 
for its does influence, in a very pertinent manner, the comple- 
xion of agricultural activities With a larger working popula 
tion, the manpower available in this sector is high But this it 
to be considered in respect of land available for the purposes of 
tillage, or the scope of the other agricultural operations and 
enterprises If the land available for the purposes of cultiva- 
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tion is sufficient for the labour force, the problem does not 
assume serious proportions, but if land available for tillage is 
insufficient, problems of a serious nature arise. Similarly, if 
agricultural and rural enterprises are fairly elastic in their - 
scope, the population would be gainfully employed, on the other 
hand, if their scope is rather rigid, masses would not be fully 
employed and the serious problems of rural unemployment 
would face the society. , The composition of the rural popula- 
tion is this: absentee (non-working) landlords, working owners, 
labour force, tenants, craftsmen and servants of the village soci- 
ety. The first category relates to persons who do not participate 
in farm work; but this is a declining tribe, as the present trend 
is towards the abolition of the non-working drone and of the 
institutions incidental thereto. This section of the population 
is quite insignificant in numbers though prominent in its in- 
fluence on the rural society. The second class is that of working 
owners, or peasant proprietors. We have discussed the role this 
class plays in the socio-economic heirarchy of a village, and we 
need not repeat the implications of the system of family farming - 
and middle-sized farming in their labour requirements and their 
status in the rural set-up. The third component is the labour 
force, where significantly active. This group is either casual or 
permanent, skilled or unskilled. We have surveyed the implica- 
tions of the various types of labour in the village, but it 
may be pointed out that they are no longer so silent as before 
and that greater attention is now being paid to their welfare 
than ever before. In certain countries, their number is consi- 
derable, while in other countries they are meagre and unable to 
meet the requirements of agriculture. But the more usual fact 
is that the labour force is sufficiently surplus in respect of the 
requirements of farm work, though it is possible that the skilled 
sector may be limited and unable to meet the requirements of 
agriculture. The next class is the tenants; we shall have occa- 
sion to study the tenancy problems in a separate chapter, but 
suffice it to point out here that the tenants are also a declining 
race, for they are being upgraded to the status of owner- 
farmers, by modern welfare states. Tenancy is coincidental 
with the institution of landlordism and with the decline of land- 
lordism, tenancy is also on the wane. Still, tenants are a cons- 
tituent of farming populations in the countryside, unless up- 
graded to the higher status. Craftsmen have always been 
a force in the social structure of the village. They have been 
responsible for making the village self-sufficient in some respects. 
They have also provided the farmer with cheap service. in the 
provision of the necessaries of life and the maintenance of the 
implements of agriculture. But recent rural migration move- 
ments have been responsible for driving the village craftsmen to- 
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the urban areas in search of employment, their crafts have suf 
fered at the hands of machine competition and they have either 
migrated to the towns or become labourers or tenants But their 
stay in the rural areas has had a healthy influence for the econo- 
mic stability of the rural economy The last category of 
menials is persistent only m the backward areas, and the tenden 
cy is towards an elevation of these “servants’* 

Mai thus and the Modems It would be instructive to study 
the population theories that have a bearing on agriculture Mai 
thus offered an explanation for the growth of population Thu 
explanation is still applicable in most agrarian communities and 
is, therefore, of importance even in the modern economic and 
demographic literature He tried to correlate population to 
the supply of food and other resources in the economy He 
pointed out that food supply was outrun by a speedier growth of 
population Mathematical formula for the growth of the 
population were given, the geometrical progression was said to 
govern population trend while the arithmetical progression 
food supply Though it has not been possible to verify these 
ratios in population growth, the fact that population tends to 
outpace food supplies could hardly be denied This applies with 
greater force in the communities which have a backward system 
of agriculture and farming subject to the Law of Diminishing 
Returns He, therefore, advised human beings to restrict their 
numbers in the interests of maintaining their standards of 
Jiving One thing borne out by experience is the fact that 
the increase of poulation is mostly at the wrong end, the poor 
people who can ill afford to bring up and educate their children 
properly, are multiplying faster than other sections Most farmers 
belong to poorer sections, hence they multiply much faster than 
do other seeti°ns of the community We liave, incidentally, noted 
above the contributory factors responsible for the growth of 
population in rural areas, e g , the lower costs of upbringing etc 
But mordern economists have discarded the theory of Malthus 
for it has not been verified by the demographic history of recent 
time , his gloomy forebodings have been falsified, at least in th' 
Wet 8 And the law of diminishing returns that was the basis of 
his thestis can be countered by modern scientific technique apph 
ed increasingly to agriculture And then it is argued that the 
crease in wealth in a country could bring uj greater food 
Jmports for the country in question On these and othpr grounds 
this theory has been shelved aside and the moderns have implicit 
faith m the Optimum Theory of Population, which applies the 
Concept of the bptimum to the sphere of population Thf 
optimum of population is defined as that at which Jhe per caps** 
income is the highest A country is said to t be underpopulated!! 
Vnfe population is below the optimum c fi e , what it should be) 
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its per capita income would increase if its population increased. 
■Some tasks remain unattended, and the resources unexploited for 
want of adequate labour supply. On the other hand, overpopu- 
lation would mean too much pressure of population on land and 
because of the excess, the per capita income falls. In fact, some 
of the resources may be damaged; while others may not be suffi- 
cient for the needs of the population; consequently, the 
standards of living would fall. It may be pointed out that the 
optimum is not a fixed but a movable point, for in the event of 
the resources of the country expanding or better used the opti- 
mum would permit population to expand, too. But the optimum 
is likely to register a fall, if the resources get exhausted or 
damaged. Dr. Dalton has attached special importance to the 
optimum theory as being a dynamic explanation of dcmagraphic 
phenomena. 

Movements of Farm Population. The effective farm 
population is influenced by the trend of the farm move- 
ments which arc of several types. We do not intend to 
jnclude in this analysis exceptional and abnormal move- 
ments caused by the conditions of war or 'other political 
factors. There is the movement from one country to 
another ; this movement may be occasioned by economic 
and other allied opportunities in another country. But 
these treks are now restricted by the enforcement of various 
immigration laws and other restrictive quarantine practices. 
The main issue in this regard is not one of movement but of 
absorption and settlement, adjustment and naturalisation in the 
country of adoption- This movement, while it depletes the 
manpower resources in the country of emigration reinforces the 
manpower resources in the country of immigration. But whether 
tiic new settlers would be welcome in the new country or not 
depends on whether the optimum has been reached in that coun- 
try or not. If the optimum has been reached, the newer 
population is most unwelcome; while if the country is under- 
populated (in the light of the modern theory of population) the 
settlers would be a welcome addition to the present numbers. 
The second movement is from farm to industry ' this movement 
has not been so quick as circumstances may warrant, probably 
because of the relative preference of agriculturists for their in- 
dustry. Theoretically speaking, an extension of economic oppor- 
tunities provides a spurt to the mobility of agriculturists. Still, it. 
has not been fast enough to bring about any serious shortage in 
agricultural 'labour. But with the ruralisation of industry, the, 
mobility of’ agricultural surplus labour from the rank of the 
■ cultivatofs to the labour force in' the industry has been' rather! 
pronounced and this, . too, has not. caused any serious .shortage 
i'n the ranks of- agricultural labour/’ •> Third -is the movement, of, 
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agricultural population from country to urban areas, a problem 
that is similar in essentials to the one described above The more 
important aspect of the same is one of a switch over from rural 
to urban living , this has been fraught with the new meaning 
given to living standards in rural and urban areas How far is 
new rural living, (with which are associated various amenities 
of life), related to agriculture and farm production ? For the 
traffic is both ways, that of the older and excessive surplus farm 
population to urban areas and that of retired urbamtesto the co 
untryside in search of peace and solitude The former eases the 
pressure of population on land, while the latter trend does not 
in any way add to that pressure Fourthly, there is the move 
men t that has been going on between poor land and good land 
both on the national and the international plane Mainly, it 
happens that the new settlers settle on the poorer grades of land 
But this hind of movement is not one of the more important 
aspects of population movements in a country, for it is an iadi 
vidual movement without involving any question of public policy, 
except where poor land is neglected and land hunger is so 
strong that land prices are rising fast with bad consequences 
The public authority may be keen that resources m respect of 
poor land are neglected but exploited to the fullest possible 
Fifthly, we have age mobility, people in an active age group may 
move to other occupations and other countries in search of 
better prospects This type of mobility is obviously harmful to 
agricultural inte-ests in that tillage is depleted at the 
energetic and adventurous part of the farm population which 
could have braved the hazards of the agricultural life, better 
and more efficiently 

Effective Labour Supply The question is how to assess the 
effective labour supply, and how to move agricultural popula 
tion (on which the effective labour supply depends) m the desired 
direction The effective supply of labour, (to the agricultural 
sector) depends on the proportion of the total population en 
gaged on agriculture, out of the total labour population This 
in turn, depends on the trend of population in the economy 
under examination We have already examined the two impor- 
tant theories of population and discovered the trend in the agra 
nan sector to be on the incline in a major part of the world 
Secondly, the fact is that the effective supply of labour depends 
on the number of the able bodied persons participating in 
agricultural chores and farm work, this may refer to the age* 
composition of the farm population active on the ffarm We 
have seen above that the trend is towards a depletion^ able* 
bodied farm labour force and their drift to more remunerative 
urban occupations In the third place, effective labour supply 
is determined by the character and nature of the farm movr 
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ments underlined above. We need not repeat the arguments 
advanced nor facts enumerated. We may only content ourselves 
by observing that the movements tend to ease the pressure of 
population on the farms (this pressure is not being reversed into 
just a shortage of labour, except in exceptional circums- 
tances) and have mixed effects on efficiency and producti- 
vity of agriculture. Now the problem that remains to be 
attacked is that of bringing about an adjustment in the desired 
directions. The usual methods followed and advocated are to 
•direct the labour force in the desired direction to provide in- 
centives for the movement of population and labour in the 
-direction aimed at, or to leave things to the free play of natural 
forces. The first method consists in examining the possibili- 
ties of transferring this labour force into the desired directions 
(the suitability therefor) and the achievement of regional 
balance or movement from one occupation to another. All this 
may be done under the compelling authority of the state. But 
this compulsory allocation of labour, practised by Democracies 
under exceptional and emergent circumstances like those of the 
"War, is not favoured and seldom resorted to in normal times. 
It is only done under the gravest necessity. There would be 
either resistance to this policy or evasion of its provisions. As 
a result, its effectiveness would be considerably reduced in the 
normal times. The second method (that of providing the right 
type of incentives) would be most effective, considering practical 
possibilities. The prospects of transferring labour force from 
one place to another, one occupation to another and from one 
activity to another, are examined in detail. Labour’s response 
to higher wages is also studied. The impact of increased ame- 
nities offered to labourers, if they take up employment in the 
desired industry, say agriculture, or follow a certain enterprise 
(say food-growing) is also estimated and greater amenities in 
rural areas provided. Special rewards may also be offered to 
responsive labour and the desired shifts in labour supply acheiv- 
ed. The last bait is that of promising better prestige, better 
conditions for old age and retirement and' better provision for 
dependants and survivors. The last method of leaving things 
to themselves is obviously a blind adherence to the discarded 
philosophy of laissez faire, and could not be sensibly advocated. 

The Farm Labour Market. Now we are in a position to 
understand the working of the farm labour market. At the 
outset, we must admit that it is very poorly organised. Because 
of the usual surplus of farm labour, there are always possibili- 
ties of farmers getting labour without much difficulty. What 
may apparently look like a scarcity may not be so in fact, for 
if men and the jobs were brought together, there would hardly 
be any shortage. In the rural sector, there is a paucity of 
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labour exchanges It was only during the War that the atten- 
tion of the State was drawn to this problem due to the shortage 

of an adequate manpower for agricultural purposes, and mea 
sures taken to ease the situation Earlier, the fanners, antici 
pa ting the rush period, used to send out calls for labour to the 
contractors or other such agents who supplied them with the 
required quota in time What should be done is to obtain 
information in advance about labour requirements and then 
to tap sources from which this labour could be recruited , 
and then to recruit the same and despatch the same to 
the areas in utter need of it Labour officers may 
as well be appointed to deal with the situation or the employ 
ment and labour exchanges may be opened to meet with this 
problem But experience in the West shows that employers 
have not co operated with Employment Exchanges, they have 
managed to secure labour for themselves Good employers did 
not have any difficulty, for migrant and casual labour reported 
at the right time for duty In the US A , Agricultural Ex- 
tension Services have been charged with the responsibility for 
ensuring that farmers in each country got all the labour they 
needed, and were even authorised to impose restrictions on 
the recruiting of labour in other countries It may be pointed 
out that the collection and compilation of data about agncul 
tural labour on a national scale would be of little use, for the 
labour requirements in the agricultural sector are highly local 
and the rural labour is tied to their homes and hearths hence 
the supply and demand adjustments should be mainlv local and 
not of a wider import to cover national demand 

Labour Requirements We have, in an earlier paragraph* 
thrashed the problems of labour requirements on the farms and 
here we only propose to discuss problems on a different plane 
The problem is studied from the demand angle It may be 
pointed out at the outset that the demand of labour on the 
farm is not something absolute, it is quite flexible, for the 
farmer could make use of more or less labour depending on 
the cost of labour that he may be called upon to pay He can so 
operate his farm as to consume more labour, also in such a 
manner as to economise labour The selection of policy and 
practice depends on what courseof action would pay him the 
best The demand of labour depends on wage levels in the 
agricultural and the farming enterprises Another way of 
engaging labour is to prefer the system of tenant farming or 
share-cropping on some suitable terms This practice has 
grown due to the higher wages that may have to be paid to the 
labourers, who, in turn, may not be so devoted as the one who 
has a stake in farming And another factor that must be f e * 
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cognised is that of custom and sentiment that is prominently 
important in all agricultural dealings. Wages in farming en- 
terprises are determined by the prevalence of custom, though 
indirectly. Sentiment influences the supply of labour to the 
different farm enterprises; sentiment determines the difficulty 
or the ease with which it is possible to secure additional labour 
for farm enterprises. The real problem is that of finding the 
right man for the given enterprise. Unskilled labour may be 
available in plenty, but the skilled labour of the right type is- 
not an easy job. Another difficulty that faces the farmer is that 
of knowing where to look for the type of labour that he does 
want; the same difficulty faces the labourers, too. Lack of 
knowledge on the part of labourers and employers is an insur- 
mountable handicap for both of them. The problem, therefore, 
becomes rather complex. Another retarding factor is the cost 
of the migration to the place of work, from the employer’s point 
of view, the cost is not incurred, for he is not sure about the 
quality of the men that he would get. And then the farm hands 
are rather stay-at-home people and do not want to undertake 
unnecessary journeys which may not bring expected results. It 
is not easy to assess in advance the labour requirements of the 
region other than one’s own; hence the handicap to even enter- 
prising labourers. In this matter, the labour bureaus could 
determine location, quality and demand in respect of the 
labour which has to be recruited from another place. It would 
also result in better fitting of men to respective jobs and conse- 
quently, in greater productivity, better wages and higher re- 
turns. 

Demand for Labour. The demand for farm labour is 
determined by the nature of farm work. In this connection, we 
must understand that the demand for farm labour is of various 
types and arises out of several jobs that are to be undertaken on 
the farm. The main problem, that has been recurrently talked 
of in connection with the labour economy of the farm, is that 
of the fitting of the right man to the right job. But in this 
connection, attention must be drawn to the fact that agriculture 
is very much unlike industry, it has few repetitive tasks, though 
on specialised farms there may be more repetition than on other 
farms. Still a good deal of adaptation is called for from the 
the labour force. The demand for skilled labour is not of the 
same type as in the industrial sector; but it must be conceded 
that the demand for labour is not that of an unskilled type, 
for a labourer who is completely unaware of agricultural opera- 
tions would be a discredit to farm work. Workers have to per- 
form a variety of tasks; this means that the demand is for a 
labourer who could adapt himself well and who is not highly 
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skilled The demand for labour in agricultural farms is thus of 
a peculiar type Then we have seen that in farm work, jofc s 
could hardly be split up into fractional ones, there is little 
division of labour on the farm, this implies that whole tasks 
have to be performed by labourers Much mechanisation does 
not proceed on farms and enterprises undertaken, therefore, the 
worker has to be physically fit sn order to be able to perform 
arduous tasks On large scale farms, however, a large assort 
roent of tools and implements is usually used and the labourer 
must be able to use these But the compensating factor is that 
farm work does not demand that high speed that factory work 
does Even the slow workers could put in -ore good work on a 
farm without any loss to the productivity of the enterprise 
Then we must also notice the prevalence of the small scale of 
enterprise on the farm, which fact, in turn, makes the demand 
for labour rather elastic, for in the event of a labour shortage 
the farmer might as well dispense with hired labour and employ 
more and more of his own and his family’s labour This is con 
ceivable The demand for power is not very inelastic, this 
means that the investment of capital per unit of labour is not 
very high nor need it be high All these f actors suggest that 
the demand for labour in operations of agriculture is not very 
rigid, nor even very inelastic Labourers may not be very 
skilled, though they should be proficient in doing a number of 
jobs and versatile in adapting themselves to as many tasks aj 
possible Then again this demand is seasonal, this point was 
discussed xn an earlier paragraph * problems of labour require- 
ments’ , we need not repeat here the same argument And 
then it need also be clearly understood that agricultural opera 
tion could absorb nearly all types of able bodied labourers who 
can stand outdoor work 

Impact of Technique Next we focus attention on the impact of 
improving technique on labour economy In the first instance 
labour saving devices are the most potent factor in efficiency and 
productivity of labour Mechanisation of agriculture has 
proceeded rapidly in the sphere of agriculture, and has been 
responsbile for the improvement of agricultural productivity 
The steam engine has been introduced, and the cattle have been 
substituted by the power driven mechanical appliances and 
machines in the field of haulage and transport And recently 
the introduction of petrol engines and electricity in farming 
enterprises has been rather significant from the economic angle 
But mechanisation, in ‘'arm enterprises, is not a little different 
from its counterpart m the factory On the farm, machines 
have to be brought to the place of the >vork, for the land could 
not be transported to machine Hence farm mechanisation fcn 
not resulted in any considerable and marked degree of division 
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•of labour, machines have only increased farm productivity or 
reduced the arduousness of heavy jobs which used to be under- 
taken by human beings on the farm. It has only ensured speed 
And eliminated drudgery of farm work. Indirectly, however, 
machines have released labour, which used to be reserved for 
looking after cattle and fodder-growing. But it would be idle 
to speculate that mechanical appliances have become popular, 
for the size of the farm and the resources of the family-farmer 
have also imposed restrictions on the farmer intending to mecha- 
nise his enterprise. But where installed the family workers have 
been endeavouring to employ machines that could dispense with 
more labour; this way too, the mechanisation of the farms has 
displaced labour to some extent. Mechanisation is also to be 
set with the improvements in the productivity of farm enter- 
prises, for if these enterprises remain at a low level of produc- 
tivity, the mechanical appliances would be relatively more 
costly and may not be economical to use. Therefore, the 
improvements of the rate of growth of crops and cattle have an 
important bearing on the utilisation of the machines. One 
thing has been certain that with the assistance of mechanical 
appliances, the productivity of the farm labour has increased. 

The Labour Market. In this connection we might bring 
about the more important characteristics of the farm labour 
market. It may be pointed out that the farm labour market is 
an imperfect one, farm labourers are not well organised nor 
even their employers. And the demand for labour is not stable; 
it is fluctuating and seasonal. Then the demand for farm 
labour, in the light of the above analysis, is rather elastic and 
responsive to the wage rates. Absolutely speaking, the demand 
for labour is not very significant, for the farming enterprise is 
mainly a family enterprise, often run for the purposes of sub- 
sistence, hence the endeavour of the farmer is to economise 
In his wage bill as much as possible. Labour supply is drawn 
from ordinary farm population which tends to outstrip land 
-supplies. There is not an organised labour market from which 
to draw labourers for farming needs ; we could only depend on 
the resources and the reputation of the farmer as employer. 
For if his reputation as an employer -is high, the labourer would 
certainly prefer this farmer, but otherwise not. In short, we 
could say that the problems of supply and demand of labour 
are not very clear in respect of farming as an industry; they are 
more or less rather confused and of a highly local character ; 
it would not be wise to generalise on the basis of an isolated 
experience gained in one country or one particular region. And 
then regional differences in regard to supply and demand for 
labour tend to persist, for rural labour is rather sticky in its 
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surroundings and not willing to move to other places The 
agricultural labour market, imperfect ns it is is highly local 
and not at all national 

Labour Problem Before we close this chapter, we should 
have a preliminary survey of the labour problems that face the 
agriculturists and the planners The treatment here is in 
tended to be selective for the simple reason that the analysis 
of the problems could only proceed in the light of the above 
The most important problems that face the labourers are those 
of unemployment and wages and these we propose to discuss in 
a separate chapter for the} arealso important from the point of 
view of general economy And then the*c problems have in im 
portance from the labourers viewpoint and not from the em 
ployers point of view In this chapter, labour has been taken 
as an agent of production and in tins context, we have to view 
the problems from that angle only In this brief survey, we 
propose to study the problems of children and women , who are 
freely engaged iff farm work Incidentally u c shall also address 
ourselves to the issue of labour relations, though we ate Cons 
cious of the fact tint the relations of labourers and employer* 
in field activ itics are often happy and seldom strained In fact 
this problem is a broader aspect of the wider issue of general 
agricultural relations and it is proposed to devote space 
to the discussion of agricultural relations, for the subject is 
being recognised as of a vital importance to the rural economy 
Labour attitudes would also be unravelled for the labourer* 
attitude to life and work is of great importance to the problem 
of productivm of labour And then we also notice the major 
issues in regard to housing and wages, for these issues deserve 
to he discussed here m order to let us hav c a complete view of 
the working of the human agent of production Among other 
problems that we propose to survey in brief, would be one 
relating of training and education of labour in order to ran* 
its potential productivity 

( htldren 5- If omen The contribution of women and child 
ren to the labour force of farm is not mean as 4 family labour 
is inclusive of women and children And then the agricultural 
tasks are of such a nature that women and children would be 
employed without any danger to their health, and wellbeing 
In regard to the employment of women, it may be pointed out 
that the farmers get married simply because they are in need 
of a constant helper on the farm , it means that the labour of 
women is quite essential to the success of the farm enterprise* 
Women arc not paid wages, for they are the members of the 
family and their interest centres round the success of the 
menfolk’s enterprise Still if they have to be paid, the wage* 
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are mostly determined by custom and tradition prevailing 
locally. The outdoor nature of farm odds is not injurious to 
the weaker sex. It has been found that when the conditions of 
weather become unbearable for them, the work is taken out of 
their hand nor are they entrusted with heavier jobs either. 
Regulation of this urork is also well-nigh difficult, for the 
enforcement of rules is difficult. It may be said that the em- 
ployment of labour on the farm in our humble opinion is not 
hazardous or injurious to them or their well-being. Same could 
be said of the employment of children in agricultural jobs, for 
child labour is only used for the purposes of such odd jobs 
as picking and packing, etc., and these jobs are neither hazard- 
ous nor dangerous. A large part of child labour is native to 
the farm, and is not imported from outside at all. It is not 
whole-time labour, usually, it is spare-time labour, except in 
certain cases. But the danger is that the child may continue 
to be employed without caring for his schooling if such a situa- 
tion persists, the next generation may also deteriorate. 

La&our Ref alums. It is not proposed to unravel labour 
relations and their different aspects in so far as agricultural 
labour goes. The object of this brief paragraph is to bring 
out the impact of labour relations on farm productivity. It 
may be pointed out at the outset that these relations are very 
pertinent to the maintenance of good productivity, for in the 
event of bad relations, productivity may suffer. Bearing in mind 
the outdoor nature of the farm work, we concede that the 
task of supervision of the labour force is rather hazardous; it is, 
therefore, important that the labour relations be on an even 
keel, otherwise, the discontented labour may waste away their 
time. Again, labour is employed for rush and peak seasons, 
this means that the labourers have to work intensively and 
finish the task within the time-limit, or nature would upset the 
time-table. Any slackness on their part would mean injury to 
the job in hand ; or this account, too, the maintenance of good 
labour relations is essential to the success of farming enterprise. 
Farm jobs being of a continuous nature, any work left half-done 
or unfinished would have to be completed by the same labourer, 
who knows where he left it off; this also emphasises the import- 
ance of good labour relations on the farm. A point pertinent 
to the above discussion is that the reputation of a farm entrep- 
reneur is potent in attracting labourers to that farm, and this 
reputation is a function of good labour relations that he has 
been able to sustain on his farm. From this point, too, main- 
tenance of good labour relations is most important to the 
success of his enterprise. 

Labour Attitudes. Mention may also be made of labour 
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attitudes, which count tor much in all production, more so m 
the agricultural production, where the place and routine of 
work are shared by employer and employee alike The pro 
duction index could rise only if there is complete collaboration 
between the employer and labourer And for the reasons out 
lined in the above paragraph, labour relations must be above 
suspicion This also implies a good attitude on the part of 
labourer, for without this progressive attitude production 
would fall In actual practice, the attitudes of labour are not 
very progressive The farm labourer is an ignorant type of person, 
and not one who may be considered, by any stretch of imagine 
tion, as progressive He is usually an illiterate fellow and 
one who could hardly be taken to be imbued with a progressive 
bent of mind In backwerd communities, he wears a verj 
fatalistic attitude to life and that is why he accepts the condi 
tions of life as they come But in progressive environments, 
the attitudes may undergo a change and the backward labourer 
may be uplifted Therein lies the efficiency of the employer, 
that he enthuses the labourer with integrity of character and 
the labourer is consequently persuaded to put in his very bestin 
the productive process Labourers usually want a secure job and 
a congenial environment , and given these they would respond 
in a very good manner and even the tempered lot would change 
their attitudes or at least reform themselves Admitting that 
agricultural chores are of an erratic nature and the jobs rather 
insecure, and only seasonal, we have to appreciate the fact that 
the task of a well-meaning employer m reforming the attitudes 
of his labour force is rather very difficult It may be pointed out 
that the cultivation of the good personal qualities would amply 
repay the farmer, as also the labourer, towards the cultivation 
of good relations 

Housing 8c Wages In a preceding paragraph, we have had 
occasion to talk about the wage policy for farm labour It 
would be not out of place to remind the reader that reference 
was also made to the housing facilities which may attract 
agricultural labourers to a Certain locality and a certain farmer, 
for surely the housing needs of the labourers are of a great sigm 
ficance to the labourers In regard to wages, it may only be said 
that the attitude of State authorities, though helpful and 
sympathetic, may at the same time not be very helpfjtl, for the 
implementation of this legislation is rather a difficult task for 
the administrator Even where minimum wages hive been 
regulated, the rates have more or less been on paper, as the 
implementation of the same has been quite hazardous Agn 
cultural wages, also, have differed from place to place and this 
has also been one of the difficulties in the way of wige regulation 
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Wage Boards have been set up in other places, but again the 
problem has only partially been solved. It is not the place 
to discuss wage policies of State and to make suggestions, but 
suffice it to observe that the standardisation of the wage rates 
in the agricultural and rural sector is difficult. We shall discuss 
the problem threadbare in a next chapter, but it may be said 
in parenthesis here that wages would in the long run have an 
important bearing on the issues of labour co-operation and hence 
of farm production. From the employer’s point, the rate of 
wages should not be above marginal productivity of the labour, 
and the wage bill such as may be covered by the farm leaving 
him a fair margin of profit. 

Ollier Problems. Connected with the above problems, is 
that of the employment of labour. In the event of widespread 
unemployment in the rural sector, the danger is that the farmer 
may be living in dangerous and unsafe environments, for the 
persistence of unemployment would bring about an increase 
in the crime rate in the community. And unemployment may 
also bring about a lowering of the income of the farmer, for the 
unemployed labourer would hardly buy anything but what is 
most necessary for him', this means a shrinkage of the purchas- 
ing power in the community. Underemployment also is not 
the correct thing, for that may mean that the farmer is not very 
busy, or that the labour force is not being kept busy as it be. 
In rural areas, underemployment is the usual thing, for the off 
season lingers long with some employers and farmers. On the 
other hand, there is also overemployment, which brings about 
a shrinkage in the numbers of the employed labourers. Family 
labour is overemployed and thus the scope of other labourers 
getting employment is lessened. And with unstable conditions 
of agriculture, it is rather difficult to keep the balance of 
employment even. Education and other plans for training 
labour (arid farmer also) are other important points of the same 
category. All the above problems, and a host of others, would 
be discussed in a separate place. It may be pointed out here that 
the solution of all these is relevant from the point of view of the 
producer and the farmer, as also the community. . 

Summary. In summing up, we may only observe that the 
role of the human agent of production has been brought out in 
this chapter. Starting with a discussion of labour functions 
on the farm, we discovered that the role of the farm entrepre- 
neur is multiple, he being the labourer, investor and the entre- 
preneur. Other important problems of labour use were also 
analysed, among them those of division of labour, and work 
■ simplification may be specially mentioned as being of great 
importance. The problem of labour efficiency was also discussed 



390 


I1DM \N PA^IS 


in great detail, for the efficiency and productivity of labour 
on the farm are matters of immediate concern to the farmer 
as well as the planner Labour requirements tn various sys 
terns of farming vs ere assessed in rather detail, and the section 
rounded off with a discussion of issues arising out of labour 
requirements The question of labour supply was the next to 
engage our attention , in this section, we analysed the struc- 
tural composition of the agricultural population m its beirir" 
on the issue of labour supply An outline survey of the theories 
of Mai thus and Dr Dalton was attempted, while the movement! 
of farm population were also underlined m respect of effective 
labour supply, which was the main i«sue that has to be faced 
by the planner and the administrator The study of tlie farm 
labour market was the next topic We unravelled various issues 
of the labour demand for farming, the impact of technique on 
the demand for labour was also unravelled A few selective 
problems of labour were also chosen for study in the next 
section a preliminary and introductory survey of the problems 
of child and women labour, labour relations and attitudes 
and housing problem and wage policy and miscellaneous other 
problems (eg employment and training and education) were 
the problems surveyed 

Concilium In conclusion, it may be said that the human 
factor in agriculture is the most important one from the point 
of view of the economy and its productivity Though some 
labour problems have been raised and touched in this part of 
the book still a complete treatment of the same has to be poi 
poned to a later stage It may, however, be pointed out here 
that the nature and the character of agricultural labour prot 
blems is entirely different from that in the realm of industry 
That is why the problem has to be approached afresh During 
the rush season, the demand for labour is exceptionally high 
while in the slack season, it shrinks off This may be regarded 
as a pointer for the planner, who should so integrate hu agn 
cultural activities, that the slack season inone agricultural enter 
prise may fit in with the peak season in another It may only 
bear a closer scrutiny to investigate into the conditions of 
demand for labour in various localities The extent of the 
division of labour in agricultural tasks, is very meagre and that 
limits the employment of specialists and machinery too The 
problems of labour requirements as they reveaf themselves is 
the agricultural sector, are of a particularly distinctive charac- 
ter, for the labour requirement is either seasonal or only supple- 
mentary Backward as the agrarian communities are, we air- 
covered that the law of Malthus applied here, with the result 
that the question of a labour shortage does not usually arise in 
agricultural communities The movements of the farm popul* 
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tion, we suggested, could be directed by a wise and discriminate 
administration, so as to bring about an equilibrium in agricul- 
tural labour situation. The farm labour market, it was main- 
tained, is not a perfect market but mainly local : hence the 
labour problem also assumes a different complexion in the rural 
sphere. But we may be only anticipating some of the argu- 
ments that we proposed to study elsewhere. 

The Human Basis. In this chapter, a detailed study was 
made of the human basis of the agricultural enterprises. It 
was emphasised, time and again, that the most important single 
agent of production in all production, is man, even though land 
Is quantitatively the most basic of all the agents of production. 
Land is a passive agent of production, though the most employed 
and exploited one, too. But Man is the most vocal agent and 
one who is the most difficult to deal with. It is because of the 
distinctive traits that characterise the human factor, that its 
study is of the utmost consequence to the smooth conduct of 
agriculture and the success of farming enterprises. By the 
introduction of the latest in the scientific technique, the pro- 
idem of the utilisation of this agent has become a more complex 
problem. With an increasing appreciation of the problems of 
agricultural labour, the scope of welfare activities in this 
sector is increasing, too. It may be recognised here, that the 
human basis of farming must be strengthened if the aim of better 
.and more stable agriculture is to be realised. What is yet 
lacking is a correct assessment of the human agents (and the 
aspects of the same in the agricultural sector) from the point of 
•view of the community : that may impose some restrictions on 
the free play of labour activity and also be coincidental with 
the regulation of labour engaged on farming enterprises, but the 
sole aim of this analysis is to achieve collective welfare, even 
though at some cost. 
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Ip the last chip ter, we made an introductory study of the 
Human Basis of Agriculture and discovered that this is im 
portant Human contribution to agricultural chores is immense 
and significant tromthe social and the economic standpoint 
Though we had occasion to refer to agricultural labour and 
its place in the agricultural systems now and then, still the 
space was too insufficient to bring out the correct contribution 
of the same to agricultural production In this chapter, there 
foiei we propose to discuss the various aspects of agricultural 
and rural labour and assess their place in national agriculture 
We propose to discuss, in the first instance, the nature of wari 
in the rural areas and life connected therewith , 'nett we 
describe the satisfactions of the same The economic dispart* 
ties, arising therefrom, would be studied in the communal 
setting The application of the principles of scientific labour 
management to the sphere of agricultural labour Would be then 
examined rationalisation of labour management and the 
labour requirements arising therefrom and the study of the 
income data are proposed to be listed Work simplification, in 
its impact on agricultural labour, the labour income and farm 
mechanisation would also invite our attention in another 
section The displacement of agricultural labour with reference 
to mechanisation, is the next topic to which we shall address 
ourselves The effects of urbanisation on rural labour and 
living, in the mature economies, the transitional and the resto* 
ration ones would be studied The chapter would be rounded 
off with an overall itudy of the place labour occupies in agn* 
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cultural enterprises. A significant study would be made of the 
theory of reorganisation in the sphere of the rural economy. 
The social and the human aspects are intermingled in this 
chapter, for the simple reason that the two are very much 
mixed up in rural living, too. 

Recapitulation. Before launching out on an analytical 
study of labour issues in agriculture, we need to recapitulate 
the conclusions arrived at in the last chapter as these have a 
bearing on this analysis. The importance of the labour force 
in the field of agriculture could hardly be overestimated, for 
the whole fabric of agriculture is woven round rural labour in 
that the system of agriculture could not be made to yield 
desired results if the labour were absent from the agricultural 
sector. In another respect, too, the work and contribution of 
. labour to increased productivity in the agricultural sector, is not 
inconsiderable. Labour has a place in agriculture different from 
what it occupies in the sphere of industry, this thing has been 
well brought out in the last chapter. A comparative study* 
would be made here. The distribution of the labour force both' 
in industry and agriculture and other tertiary occupations is 
also significant from the agricultural |§>int of view, for a greater 
absorption of the labour force in other non-agricultural callings 
leaves a smaller allotment for agriculture, which in turn may 
require labour to be economised in this sector with the conse- 
quence of mechanisation being introduced. If, however, the 
demand for labour from other “industries” is low, the excess 
labour supply would most likely create a glut in farming with 
greater pressure of population. All these and other allied 
subjects are studied in this section. 

Labour in Agriculture and Industry. It is pertinent to assess 
, the place that labour occupies in agriculture and in industry. 
While in the industrial sector, the labour force has to work with- 
, in the four walls of the factory; in the agricultural sector, labour 
has to stand the hazards of (inclement) weather. This means 
that manpower is to be specially sturdy and able to brave the 
weather. The tasks in industry are well regulated and the 
hours of labour usually fixed, but in agriculture, the labour 
force has to work not only in utter disregard to hours of work, 
but also in accordance with the time-table set by nature. That 
creates difficulties for the planner in regard to planning for 
labour in the sphere of agriculture. Again, while factory 
labour may be unskilled and standardised, agricultural labour 
must be somewhat conversant with the daily routine of farming 
- chores, otherwise they would be unable to cope with the work 
" in hand. Division of labour assumes special forms on the farm 
’ and the factory, for increased mechanisation takes place on the 
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industrial plane, but the same identical types of mec limitation 
could not be extended to agriculture and farming This »]<<, 
means a lot of difference in the labour demand for agncuhurt 
and industry In another respect, too, farm labour has specu} 
characteristics of its own, for management principles, as\ t 
shall readily notice, have different application in the twin fitHi 
of agriculture and industry Labour management m agricul- 
ture is not a little different from that in the field of industry 
On the farms there is predominance of family labour but notw 
in other economic activities This is by itself significant of Use 
approach made by the agriculturist and the expert to fans 
labour problems Woik simplification, we saw m the last 
chapter, is done on different lines in agriculture, for possibility 
of the same are not parallel to those in the industrial sphere 
Agricultural labour has problems of its own 

Agricultural Labour Coming closer to these problem! 
have to remind ourselves ol the fact that the rural labou 
, both m the agricultural and the non agricultural sectots » not 
a little distinct in character from the other types of laboor 
that operate elsewhere Talking first of agricultural labour 
we discover a few facts §f relevance in this regard Agricultu- 
ral labour, in most countries and economies, is of the louesl 
strata of society and is often maltreated It is true that with 
growing consciousness among agricultural labour, the treat- 
ment is getting better and better In agriculture, there is t 
diversity of the labour force in the sense that it compruei 
women, children and adults In other sectors, the employment 
of children is much restricted and regulated, while in the 
agrarian sector this is not possible at all One thing that 11 
common to all forms of agrarian labour is that they are all 
capable of as many odds as possible The wages paid w 
agrarian labour, are (mostly determined by custom and not 
competition, as in industry It is an integrated labour force 
that works in the sphere of agriculture, for labour employed h 
mostly family labour Tasks are mostly complete ones Farm 
labour is also seasonal in its employment and not permanent, 
except in very large scale and big farms But agricultural 
labour is a stable force, in the sense that they are mostly stay 
at home and not migratory Also the problems, facing 
labour in agriculture and fa-mmg, are of a distinctive tharae 
ter Most agricultural jobs are manual, consequently, tie 
labour force is performing mostly physical and not mentil 
work Mental and organisational work is somewhat phvsieil 
in its nature Similarly, physical work also means some 
amount of mental exertion Hence it should not be concludes 
that agricultural labour is all physical and not mental Sml 
it must be said, that farm labour is predominantly phyw 1 
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and not mental nor organisational, except for the owner and 
"the proprietor of the farms. 

Labour in Rural Economy. Regarding other forms of labour 
in the rural sector, we have to point to the main differences 
between the agricultural and non-agricultural labour. Non* 
agricultural labour (although the distinction is not so clear and 
sharp) could be differentiated at least in the functional aspect. 
These in callings rural areas are in rural industries and crafts. 
Much labour force is required in cottage industries. And the 
various crafts and callings which tend to make the village self- 
sufficient also absorb a lot of labour. True that with the rise of 
•machine industries the scope of domestic crafts has undergone a 
serious contraction. But that is beside the point for the present 
argument. Suffice it to point out here that the fields of labour 
absorption have remained totally unaffected, mainly because of 
the growing ruralisation of large-scale industries ; this has 
•created a demand for labour in the rural areas. But in the in- 
terim period, the demand had undoubtedly shrunk, mainly 
because of the contraction of the scope of the village crafts and 
cottage industries. The non-agricultural sector also covers 
•several menial jobs, usually undertaken in villages, especially 
in the backward economies. It may, however, be stressed that 
in the rush season, the whole labour force may be enlisted for 
-various harvesting odds. In this respect, there is little differ- 
ence between ordinary agricultural labour and the non-farm 
labour, for the latter also work for agricultural job. The non- 
labour is, however, then paid wages either for jobs they under- 
take or for the season ; often they are paid customary wages. 
These are matters of detail and would be analytically undertaken 
when the subject of agricultural earnings is taken up for study. 
The distinction between the agricultural and the non-agricul- 
tural sectors is only a functional one, for in rural life, both these 
.are intimately intertwined. The point that needs to be under- 
stood is that the labour is a homogeneous group in rural areas. 

Distribution of Labour. The distribution of the labour 
force is to be viewed from two angles, in the first instance, 
from the standpoint of the economy as a whole, and, secondly, 
from the standpoint of the distribution of rural labour. In the 
first point, we have to state that a large part of the world 
population is engaged in agricultural pursuits: this we appre- 
ciated in earlier chapters, where was assessed the place of agri- 
culture in the world economy. Even, from the narrow 
national point of view, the distribution of labour in the various 
sectors of an economy does not influence labour available to 
the agricultural sector; in case the major portion of the labour 
force and manpower is devoted to tasks which are non-agricul- 
tural, fewer labourers, are left for work in the agricultural 
sector, and this means that the rural industries (agriculture 
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being the most important) may actually be in want of labour 
On further analysis, we find that this brings about an earlier 
and speedier mechanisation of the agricultural chores But if 
on the other hand, other industries and occupations are under* 
devoloped the greater pressure of population -is on farms and 
this through the sub division and fragmentation of hold 
mgs, may result in uneconomic farming It is only by a balant 
ed distribution Of labour in agriculture and industry that th f 
needs of both may be met That is why most of seasonal mduj 
tries are being ruralised increasingly, for they could draw upon 
surplus agricultural labour in the off season Again, it is also 
possible to bring about better distribution by means of de\ elop- 
ing industry only to the extent that the agricultural sector does 
not suffer In this adjustment, we have also to consider 
the pace of mechanisation in agriculture for if it is being 
rapidly mechanised, the problem does not, prospectively speak 
ing, remain a tough one, as the prospective demands of labour 
from the agrarian sector would shrink If, however, the charac 
ter of agriculture remains persistently labour intensive, 
demands for labour would not shrink and with the etpansioft 
of agricultural activities, they would even expand In regard 
to the distribution of labour as between the non agricultural 
and the agricultural work m the rural sector, let it be pointed 
out at once that the demarcation in these two sectors of the 
rural economy is indistinct and confused Hence, it may fee 
that non-agncultural labour may be drawn upon by the agncul 
turiats in the rush season Still it would be instructive to note 
the nhture and role of rural labour in the rural economy, for if 
thi-ddoiioiny is well integrated, labour distribution need not be 
'bffefctfi'e in the determination of economic types But if 
ih£ tWo are wel| defined, the problem hinges on the distribution 
berWefen ‘die twin types of rural work 

Rural Work Before analysing the problems in the various 
aspects we must examine the nature and character of rural work 
We may draw a distinction between the agricultural and the 
rural work, some agriculturists live in the open country, ir in 
scattered hamlets, while some of rural communities may not 
undertake agricultural and farming worn We speak of rural 
work and by this term embrace both agricultural and non 
agricultural work In this section, we seek to discuss the nature 
of the rural work, to which the next paragraph would be devot 
ed Next we make a survey of the essentials of rural living 
the type of living thereof and the satisfactions derived therefrom 
The social aspects are noticed in the course of this discussion 
which inevitably involve us in an analysis of social aspects Atten- 
tion needs to be drawn to economic disparities which arsiedut®' 
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rural work undertaken in the performance of agricultural chores. 
Hut the setting of the community is also to be taken into account 
as a discussion of the labour and the work that it undertakes 
•could not be divorced from the social and the community set- 
ting in which it is performed. 

Nature of Work. Analysing further, we find that the rewards 
for rural work are deplorably low. In most rural communities, 
there is rampant underemployment in agriculture; examples 
may be cited from the East, especially India. Rural workers are, 
-often, drawn from either apprentices or learners, being recruited 
of their own free choice; or novices returning from other profes- 
sions or occupations with only an adolescent experience of agri- 
culture and subsequentlv of other avocations; or adults from 
other occupations they could not fit in the other works; or other 
recruits coming into the field of agriculture for reasons of 
“fancy”, or casual labour of several types; and the hereditary 
farmers. With expanding occupational and social opportuni- 
ties, the conditions of inheritance or occupation may not tend to 
’ bring a high level of satisfaction and productivity. Occupations 
need not be inheritable, except in those places where their canvas 
is not large enough. Still, it could hardly be said that the trend 
towards agriculture is un*restricted and un-hindered. Not that 
rural work is of a monotonous nature, still it is not highly 
“creative”, as the tasks that await the labourer’s attention are 
rather dull and monotonous. To what extent does rural work 
provide an opportunity for the development of the personality 
and the expression of individuality is a question to which we 
shall address ourselves below. Still a favourable environment 
and a suitable type of work in co-ordination with personal tastes 
-are factors that may enthuse the labourer for a better perfor- 
mance of rural chores entrusted to him. Rural work, as hinted to 
in earlier parts of this dissertation, is a composite job. Many are 
its aspects. It includes the work of the forest-grower, the herds- 
man, the dairy farmer, the cattle breeder, the cultivator and 
the cottage worker. Rural canvas is fairly large and the range 
of opportunity sufficiently extensive for the rural masses to cover. 
But the rub is that the same person and the same labourer may 
be an all-in-one operator for different jobs and it is in this light 
that we have to weigh the various aspects of rural living. This 
aspect we discern in the following sections and paragraphs. 

Rural Living. Life in rural areas has been over-glorified in 
the past, though this has been overdone. But there is an ele- 
ment of confusion and contradiction in this “goodness” of the 
value of rural living. The level of rural living depends on 
several factors. In the first instance the resources of the indivi- 
dual members as also their aims and 1 desires determine, to' a 
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very great extent, the level of rural living If the resources of 
the villagers are meagre, the level of living would tend to be 
very low, while if their desires and aims are not progressive 
rural living is tinged with superstition and conservatism w th 
its consequent reflection on living standards Secondly the 
general social and political environment and the degree of bar 
mony with the needs and desires of village groups also influence 
the peasants to an inestimable extent, for it could be understood 
that if the social and the political environment is out of accord 
with the desires and the aims of villagers the confusion of 
thought and living persists This factor is often forgotten when 
making attempts at rural construction, for if the above 
hypothesis is correct the mode of reconstructing village life 
should be such as to equate jt with their needs and desire : for 
any such movement is bound to fail if it is not able to satisfy 
their needs and aims and their notions about living The next 
factor in successful living m the rural areas is the measure of 
economic success attained in the villages and the participation 
thereof by the unhabitants If economic success is meagre and 
participation therein by them is still less they could hardly be 
enthused by reconstruction Stretching the argument still fur 
ther, we find that a damped rural living unable to inspire and 
enthuse villagers would reflect itself in 'the lowering efficiency 
of labour in the rural areas Marketing organisation and the 
efficiency thereof is an added factor, having an indirect bearing, 
on the standards of rural living If the marketing organisation 
is defective or unable to provide the cultivator and rural 
workers with the due remuneration, living levels would be un 
doubtedly depressed and found to be very low And on th» 
depends the economic resourcefulness of villagers as also their 
well being for marketing services are the determinants of farm 
incomes The presence of harmonious social, cultural and edu 
cational services is also another contributory factor to success 
ful living m rural areas, for in the absence of these services 
(the religious ones, too) village life would remain incomplete 
And lastly the impact of the phenomenon of change on rural 
masses is of sufficient importance to a successful life which may 
be led in the villages To these direct and apparent factor! 
may be added the other ones which contribute considerably 
to the betterment of rural living These factors include changes 
in transport and communication facilities for the village 
impact of the industrial and commercial changes m d* c 
economy as a whole and the effect and influence of the techm 
Q ue and equipment on the system and conduct of fanning 
The effect that the first factor (t e the changes in the improv 
in S tertiary industries) is of considerable importance to 
pursuit of life in rural areas, for reasons quite obvious, for 
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very great ex lent, the level of rural living If the resources of 
the villagers are meagre, the level of living would tend to be 
very low, while if their desires and aims are not progressive, 
rural living n tinged with superstition and conservatism with 
its consequent reflection on living standards Secondly the 
general social and political environment and the degree ol har- 
mony with the needs and desires of village groups also influence 
the peasants to an inestimable extent, for it could be understood 
that if the social and the political environment is out of accord 
with the desires and the aims of villagers the confusion of 
thought and living persists This factor is often forgotten when 
making attempts at rural construction, for if the above 
hypothesis is correct the mode of reconstructing village life 
should be such as to equate it with their needs and desires, for 
any such movement is bound to fail if it is not able to satisfy 
their needs and aims and their notions about living The next 
factor in successful living in the rural areas is the measure of 
economic success attained in the villages and the participation 
thereof by the unhabitants If economic success is meagre, and 
participation therein by them is still less, they could hardly be 
enthused by reconstruction Stretching the argument still fur- 
ther, we find that a damped rural living unable to inspire and 
enthuse vill igers would reflect itself in the lowering efficiency 
of labour in the rural areas Marketing organisation and the 
efficiency thereof is an added factor, hav inf an indirect bearing 
on the standards of rural living If the m irketing organisation 
is defective or unable to provide the cultivator and rural 
workers with the due remuneration, living levels would be un- 
doubtedly depressed and found to be very low And on this 
depends the economic resourcefulness of villagers as also their 
well being for marketing services are the determinants of farm 
incomes The presence of harmonious social, cultural and edu- 
cational services is also another contributory factor to success 
ful living in rural areas, for in the absence of these services 
(the religious ones, too) village life would remain incomplete. 
And lastly the impact of the phenomenon of change on rural 
masses is of sufficient importance to a successful life which may 
be led m the villages lo these direct and apparent factors 
may be added the other ones which contribute considerably 
to the betterment of rural living These factors include changes 
in transport and communication facilities for the village, the 
impact of the industrial and commercial changes in the 
as a whole and the effect and influence of tlie^techm- 
‘•quipment on the system and conduct of* « ng 
that the first factor (i e the changes in th' 
r y industries) is of considerable importanc 
of life in rural areas, for reasons quite obviou 
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all countries the expansion of the means of transport and com- 
munications has led to the modernisation of village life. The 
second factor has already been discussed in the earlier section 
while the third one also need not be analysed as we intend to 
bring out the impact of technique in a later section below. 

Social Aspect. The social aspects must not be forgotten for 
ultimately all living is a social phenomenon. The composition 
of rural population changes with each change say from subsis- 
tence to commercial agriculture, or from the ratio of capital 
equipment to manual labour in agricultural production. This 
should be self-evident in view of the fact that these changes 
bring in more traders, more mechanics, more professionals, more 
transport workers and more of the several other categories of 
workers. On the social side, the town is extending the range of 
its influence and of its attitudes, with every modernisation of 
agriculture and with every expansion of agricultural activity. 
The indirect factors, enumerated in the last paragraph, are 
more of a social content and have reference to the social side 
of agriculture. With the extension of the ruralisation of indus- 
tries and greater industrialisation of the agricultural and rural 
areas, and regions, the penetration of the non-agricultural, and 
sometimes even the non-rural populations into rural areas takes 
place with consequential social impact, on the village life. This 
has a healthy influence: it leads to the modernisation of the out- 
look of the villagers, for the introduction of industrial crafts- 
man or the industrial labour into villager’s life means that he 
also broadens his outlook. Even the setting up of industrial 
structures and the factories in rural areas, helps to extend the 
peasant’s horizons and makes the poor and illiterate ones fami- 
liar with material equipment of the modern industrial civilisa- 
tion. And then changes in modern technique and their increas- 
ing application to the sphere of agriculture also impresses upon 
the villagers’ mind the benefits and merits of the present-day 
civilisation. The total impact of the above mentioned influen- 
ces is typically known as urbanisation, for it is the penetration 
of urban influences into the rural arena. Two social groups, 
two modes of living conflict with the result that the rural way 
of life is slowly breaking up and giving way to the urban one. 
There is a mixing of populations, a mixing up of the modes of 
thought and a mixing up of occupational experiences. All this 
is significant from the point of view of village life. First comes 
about a change in the structure of population, and then follows, 
a cross-current of ideas, outlooks and airs. The two groups, the 
urban and the rural, conflict with one another with happy results 
for the pace of human progress is accelerated and the peasant s 
shell broken, and his isolation shattered. The process is one and 
the same in all economies, the only difference is that the pace of 



-4C0 AGRtCLLTURK 

urbanisation of rural groups and communities is different in 
different regions In the backward and the transitional econo- 
mies, the pace is slow for the simple reason that the pace of 
industrialisation itself is slow Slowly and gradually, a common 
•cultuie and common way of living are pervading the country 
side Segregation of rural and urban communities would be 
impossible even if industrialisation were not realised, still the 
spreading transport and communications invade countryside 
with results mentioned above The urbanisation process is the 
one of adaptation and amalgamation of cultures and modes of 
living and expressions, and these processes are also regarded as 
affecting rural cultures Be that as it may, rural people take them 
as a release from and expansion of their outlook This observa- 
tion is very pertinent, if to rule out the impression that the 
urban mentality would submerge the rural and dominate over it 
In fact, given the attitude towards changes as given above, the 
fear is rather unfounded, for the rural people are adapting 
themselves to this 

Human Satisfactions With this background, we should see 
what the sum total is m terms of human satisfaction that ruranl 
■work and living does provide to a villager The most eoraraot 
needs of man are firstly, the satisfaction of hunger, procuremen, 
of nutrition for optimum physical development and longevity 
secondly, adequate shelter and clothing, thirdly, family living, 
lastly, the development of the personality and the cultural 
-values and the expression of individuality In regard to the 
first, it may be pointed out that hunger, if not satisfied, would 
mean a devitalising of the rural community and a demoralisa- 
tion of the individual A hungry stomach knows no morals , 
refusing to advance and progress Nutrition is closely allied to 
this need, and better nutrition means more efficient and better 
productivity, for if the level of nutrition is good, the capacity 
to work harder increases output These should be regarded as 
elementary human needs Surprising as it may look, the back- 
ward regions of the world, though mostly trying their hardest 
to make their subsistence farming a success, have many hungry 
or undernourished peasants, who m turn, are a deadweight on 
the rest of the society and actually impede the progress of the 
society to which they attach themselves In fact, these twin 
needs are to be regarded as basic to the achievement of other 
satisfactions in life Adequate shelter and clothing are also to 
be regarded as allied basic needs It may be pointed out, how 
-ever, that rural housing and clothing are usually shabby and 
inadequate, it may also be contended that this deficiency has 
persisted through the ages without in any way impairing the 
efficiency and productivity of villagers To this it may be 
pointed out that the truth of the above contention is not borne 



PRINCIPLES OF AGRICULTURAL ECONOMICS 40L 

out by the course of historical development, for verily, the 
farmer today is much more efficient than his predecessor. ' And 
then even if this be true, (admitting this for the sake of argu- 
ment) the consciousness of the farmer in this regard is another 
factor that makes him inefficient now as never before, for he 
thinks that unless his basic needs are fulfilled, his life has been 
a failure. Hence, this is a precondition to the efficient conduct 
of farming activities. It is fortunately another fact, that the 
needs of farming communities in respect of housing and cloth- 
ing are not high or ambitious; the ordinary peasant is content 
with a mediocre type of housing and clothing provided to him. 
Regarding family association and living, it may be pointed out 
that the same is an important point with farming communities, 
for without the development of family life and success attained 
in this respect, the farmer is unable to derive human satisfac- 
tions from his work. Farming communities are more wedded 
to family living than the urban ones, for the reasons outlined 
elsewhere. In farm work, the part played by the family is 
regarded as of an indispensable nature. And lastly, the realisa- 
tion of cultural, spiritual and social values by a farmer is also 
one of the important objectives of human aspiration common to 
the farmer. Knowing as we do, that the religious and spiritual 
values are also regarded as of supreme importance by the farmer 
we have to concede that the above achievements add colour and 
zest to his life and make it more complete. It may be pointed 
•out that the provision of goods in this matter also includes the 
.provision of services; and this requires more leisure, which in 
.economic terminology means freedem from gainful pursuits. 

Economic Disparities. Next we discuss the implications of 
Economic Disparities, from the social point of view. Some 
"theorists believe the economic rewards for agricultural and in- 
dustrial activities should be equalised. In this sense they have 
.pointed to the compensations of the agriculturists, as proferred 
by Nature. But it may be pointed out that what is aimed at 
is the equalisation of incomes as between agriculture and in- 
dustry, taken from the operator’s point of view. True that 
•the segregation of rural and urban groups may be impossible for 
any length of time, and that the social and cultural outlooks 
and standards may also be of the same style or tend to become 
so. The barriers between the two groups would generally be 
broken down with the passage of time, and because of the deve- 
lopment of communications and its consequent effects on 
thought, outlook and standard. And any effort to maintain 
these barriers would be detrimental to the growth of a progres- 
sive type of citizenship. The problem in the rural areas is 
rthat of extension of fuller benefits of the modern facilities of 
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the enjoyments of a common cultural inheritance and commorf 
achievements in the material adiances of various civihsattonsr 
This process need not be the common one of “urbanisation’ 
adverted to above It would be quite a different process t for it 
is one of adaptation and amalgamation, too Cross curtehts 
of thought, cross fertilizations of ideas, and cross influences of 
cultures, all these are important for the general build up of 
society which may grow to be a homogeneous one Urban 
groups may be advised to attach higher values to the system of 
agriculture and the modes of agriculture now Economic dispa* 
rities exist not only in the matter of agricultural (and rural) 
incomes and industrial (and urban) incomes, but also in the. 
mcdes of spending these unequal incomes This disparity is 
all tre greater because of the fact that the utilities described' 
from the same angle are still more unequal A wide gulf exists-, 
between the urban and the rural groups and their ways- of 
living The amenities available to the rural groups are not 
the same as to the urban groups Theoretically speaking, the 
rewards on investment, whether in the rural or in the urban 
areas, should be the same and the disparities eliminated At 
the present moment, there is a strong process of urbanisation 
which seems to dominate the rural culture and sway everything 
before it The bias m the educational system is to urbanisn- 
tion , and the ruralisation of the educational system is strong- 
ly indicated Education should be directed towards the co- 
ordination of the agricultural and the non agricultural vocatio- 
nal needs of the community, integrating the two and laying the 
foundations of the “second culture’ in national communities 
Religion appears to be a distinctive trait of rural communities, 
and in this respect, it may be pointed out that the religious 
practices may as well be a regressive force in rural communi- 
ties, as such efforts should be made, where necessarv, to 
“reform the current religious practices so as to make the 
same progress with a view to stimulating economic incentives 
in rural communities Our observation is that religion is 
on the decline in the religiously inclined rural people, because 
it has become anomalous in the modern day living As regards 
the third cause of economic disparities as m rural and urban 
communities, it may be pointed out that the ruralites could 
not provide themselves with the amenities and services com- 
mon to the present age JTh i usual contention is that the poorer 
sections of the population, not used to the services and ameni- 
ties, are living in the rural areas-quite an untenable argu 
ment 


Community Setting This brings us to the study of the com- 
munity setting, which alone could effect parity as between the 
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urban and the rural communities. Rural communities should 
be revitalised from the financial point of view, for that alone 
could mean the extension of modern amenities of life to the 
village life. With these changes brought about in financial pro-' 
visions for community services, their extension would be brought 
about. Rural citizens have been slow in adapting themselves to 
the progressive elements in modern civilisation, as the system 
of education did not keep pace with the march of civilisation *, 
the system of transport and communication failed to keep pace 
with the development of the economy in general. The need for 
better education and training for rural masses is urgently desir- 
able. In the ultimate analysis, it is the response of the rural 
people themselves that could achieve their betterment, toning 
down barriers between rural and urban populations, and bridg- 
ing of the gulf between the two. What is sought to be empha- 
sized is that the rural communities must not be exploited by 
the rest, and that this exploitation could only be ended by 
rural communities becoming conscious of their rightful place 
in the community. Analysing further, we find that the trend 
towards the lower remuneration of labour (and incidentally, 
capital) in the field of agriculture is more or less persistent. 
This is the accident of change in economic methods, processes, 
and organisations. Process of change has been in acceleration, 
in the urban sector, but has only haltingly proceeded in the 
rural counterpart. Postulation of the supply of labour (and 
capital equipment) in rural areas, permanently subject to low 
remunerations has resulted in the deterioration of their quali- 
tative standards. And this is something surprising. Slave labour 
(or slave capital) could not be expected to persist in the employ- 
ment of the society as in the rural setting, for the farmers have 
now become sufficiently conscious of their lowering standards of 
living. This has added fuel to the fire and the discontent is- 
mounting now, with adverse results for the society. In this 
light, the equalisation of rewards in the urban and rural sec- 
tors could only be ensured by a change-over in the community 
setting in rural areas. The suggestion that economic disparities 
may be suffered in the interests of the multiplication of the 
agricultural population for carrying on farming business (so 
that the law of Malthus may operate with redoubled vigour) 
does not stand the test of modern economic living. This is also 
repugnant to commonsense thinking and accepted standards. 
Hence a start must be made from the rural setting itself, for 
if the rural community is not prepared to stimulate itself to 
further effort, it would be doomed to permanent lowering of 
their living standards or static earnings at a low level. Modern 
leadership may well argue itself out on the basis of Malthusian 
concepts, but it may be pointed out that quantity is not of 
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essence m rural setting, it is most urgent that their qualitative 
standards should also be raised For this reason, too, the 
environmental surroundings must be elevated and the persis- 
tent environmental differences wiped out, so that rural labour 
may also reach that very level of good breeding as the urban 
labour has in respect of their education, training and the various 
•opportunities offered by their environments The environment- 
al differences are, to a large extent, remediable or at least 
modifiable to a measurable extent 


Assessment On a careful weighing of the different points 
made above, we find that the modern institutions tend to 
maximise the efficiencies which technique creates in a complete- 
ly rational economy, the impact of technology is widespread 
The increase of efficiency is brought about by the spread of 
technical advances m the society in question In this reasoning, 
the one objective is to make social and cultural environment 
receptive to the spread of technology Modern communications, 
modern transport system and modern education should be 
so spread in the country side as to facilitate the adoption of 
technology possible In this matter, reliance could also be 
placed on the popularisation of the co operative movement in 
farming communities The mam headache of the planner in the 
rural areas has been the disposal of surplus rural population 
Again, it is contended that the development of the personality 
of the farmer is accelerated by the collective efforts made by 
the farmers m collective settlements Others think that the 
real problem is that of raising rural incomes at the workers’ 
levels The correct usage of this income, it is argued is what 
is likely to contribute to the peasants’ welfare, more than any- 
thing else In the advanced countries, the farmers are using 
more of their inflated incomes m the betterment of the 
system of tillage while in the backward regions the surplus 
income is siphoned off into channels which may not be const 
dered desirable Capitalization of surplus incomes, it is feared, 
might add to agricultural cost Again, it is contended, that satis- 
factions in the realm of agriculture, are very closely and inex 
tncably integrated and village has to be treated as one complete 
unit and not as a group of peasants realizing these satisfactions 
piecemeal This satisfaction could not be measured, neither in 
terms of inflated incomes nor m a high degree of production 
and marketing And then the farming business could not be 
considered as a “business” in the strict sense of the word, for 
the farmer does not take it as a profession but only as a way of 
living Farming is his whole life and not a profession for him 
Rural %vork, in the opinion of this school of thought, is not to 
be compensated by means of extending the horizon of his acti 



PRINCIPLES OP AGRICULTURAL ECONOMICS 


405 


vities elsewhere. The output of farm work could be increased 
cither by increasing the productivity per capita, or by raising 
the price of the same per unit of output. It may also be pointed 
out that farm populations could aspire for income equality (as 
pointed out earlier in this section) because of their increasing 
efficiency and secondly, because of their declining birth rate. 
The differential birth-rate is treated by some as one between 
poverty and wealth and not as between the farm and the urban 
population ; it is believed that with the increase of wealth in 
the agricultural sector, the decline in their birth-rate is but to 
be expected. The increase of wealth in rural areas could be 
brought about by means of multiplying economic opportunities 
there. Rural dweller’s work is considered inherently better 
than that of the urban worker, for the simple reason that co- 
operative traditions persist in the countryside. Also the farm 
and its worker are not far off from each other either and the 
social groups are rather small and the attainments of social 
distinction, so essential for the purposes of making the work 
pleasant, far easier in the rural areas than in urban ones. But 
the fact stands that the rural people have been treated as second 
class people, both from the legislative and the political points 
of view. And equal pay for equal work, as between the rural 
and urban areas is what is to be desired most from all points 
of view. But this brings us to the theory of reorganisation, 
which we study in a section below. 

Scientific Labour Management. In this section, we intend to 
discuss the various aspects of the management of labour, in 
the field of agriculture. Scientific management differs as in 
industry and in agriculture, for the two spheres are not identical 
in respect of management just as they are not in the spheres of 
operation. Scientific management has the objective of reducing 
the monotony of labour chores in agriculture or in industry as 
and where applied. It may be that labour in the sphere of 
agriculture is distinctive in its character and not the same as it 
is in industry. In this section, we study the objectives of the 
labour management as applied to the sphere of agriculture. The 
rationalisation of the rural labour would be the next to attract 
our attention. Labour requirements in respect of agricultural 
and rural needs would be studied then. The scope and appli- 
cation of mechanisation to agricultural odds is the next topic 
of study. And analyses of income data will be taken into 
consideration. Management of labour has already been 
examined from the standpoint of the scale of farming in the 
last chapter* this will not be repeated here. It may be added 
here that the scientific management of agricultural labour is a 
young subject. True, that it is not only job analysis but also 
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related to individual farming differences All these .things 
would be considered in this section and that would also be 
pertinent to the study 

The Objective Before we set out to lay down the broad princi- 
ples of labour management m Agriculture, we must also point to 
the fact that the labourer in agriculture is not only a labourer, 
but also an ent.epreneur The objective in labour manage- 
ment or the application of the management principles here is 
that labour and enterprise satisfy the twin needs of the industry. 
The equitable distribution of various types of farm labour in 
respect of various tasks on the farm is another important objec- 
tive to be realised The difficulties ..rising out of the seasonal 
requirements of labour is another consideration to be reckoned 
with And then the major objective is the elevation of farm 
labour to the status of the peasant proprietor , this may not be 
regarded so, strictly speaking, but broadly speaking, and from 
the communal point of view, this is to be taken as an objective 
of primary interest The management of transient labour also 
presents many problems, which may have to be considered from 
the standpoint of the community, as the one objective of labour 
management is to decasualise labour And an important aim 
is to improve the efficiency of labour force , it has been proved 
beyond a shadow of doubt that efficient labour management 
results in improving efficiency and productivity Raising their 
living standards is also a problem for the labour manager, for 
successful labour management results in welfare Lastly, the 
best objective of labour management in the field of agriculture, 
as in all other activities, is to equate wage levels to work levels 
But this is a problem which we discuss in a chapter especially 
■devoted to the problems of agricultural wage levels Suffice it 
to point out here that the problem is of a distinctive character, 
pecular to agriculture and farming In short, labour manage- 
ment aims at the maximisation of the labour output as in the 
employment of agricultural tasks 

Rationalising Rural Labour How far is the rationalisation of 
labour'possible in the field of agriculture, is a problem to which 
we address ourselves now In the industrial arena, rationali- 
sation of labour tasks is simpler, for the process of division of 
labour is easier in the industrial sphere But in agriculture, 
the tasks have to be performed in whole and splitting up of this 
activity is rather difficult We have already noted the difficul- 
ties encountered in the application of the division of labour to 
agricultural labour in the last chapter Still, to some extent, 
the division of labour is feasible, for the problem could be 
rationally looked at The only rationalisation is the suitabi- 
lity of jobs to men The right man in the right place and the 
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Tight job is the criterion of labour management in the agricul- 
tural Sector. Admitting that the agricultural chores are neither 
very specialised nor very unskilled, we have to concede that 
there is room for the various types of labour in its distribution 
of the agricultural chores. Rtiral labour could be rationalised 
only in this manner. In an extended sense, the rationalisation 
of laboui could be with reference to the application of machi- 
nery for the assistance and help of the labour force. Still, with- 
out a correct job analysis, the task which faces the entrepreneur 
or the labour manager is stupendous. The study of various 
•operations in the agricultural enterprises is of importance to the 
labour manager, for without these details, it is hardly possible 
for him to rationalise his labour force in respect of jobs they 
have fo do. 

Labour Requirements. In this section, while attention is 
devoted to the management of labour, we need to detail require- 
ments in respect of labour from that standpoint. A reference to 
labour requirements, and the demand for labour was made in 
detailed manner in last chapter, but i., this paragraph the angle 
is entirely different, for what we propose is to stress the impor- 
tance of the same from the management angle. Labour demands 
-in farming enterprises are seasonal ; and, therefore, they have 
to be assessed from that angle. And then the successful and scien 
tifically-inclined manager would so fit in various labour require- 
ments, after lie has correctly assessed the same, that labour is 
not casually employed but is in permanent and stable employ- 
ment, if only for the reason that casual and temporarily employ- 
ed labour is the least interested in their work. That is the 
test of good and efficient labour management. And secondly, we 
must also concede that labour requirements have to be assessed 
in respect of various enterprises in the agricultural tasks. These 
requirements have to be forecast in respect of the demand for 
-outside labour, in addition to labour that is available from the 
family or the farmer’s own resources. To what extent the farm 
enterprise requires the help and assistance for the external 
labour force and at what times, is a headache of the labour 
manager. In large-scale farms where the demand for specialis- 
•ed labour force is also significant, the manager has to estimate 
the requirements of labour of skilled and the specialised types, 
in their time-table and farming needs. The exact nature of the 
■Specialised personnel must be estimated, for these labourers are 
very costly and have to be offered high wages, before they could 
be employed for farm work. Another point that needs to be 
taken into consideration is that the expert and the specialist 
could also be employed on a co-operative basis, jointly with 
other farms. 
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Machinery and Agriculture In this paragraph, we set out 
to study the impact of the introduction of machinery on the 
labour situation in the sphere of agriculture The application 
of machinery to agricultural purposes is not the same as in the 
sphere of industry From the labour point of view, we find that 
the nature of mechanical appliances is of a different typ" The 
economy of labour is not of the same extent as in the industrial 
sector Requirements in this matter (of labour usage) are alter 
ed, no doubt, but not to the same magnitude as in industry 
The point that needs to be re emphasised is that the labour dis- 
placing machinery is not wholly utilised in agricultural sector, 
for the simple reason that most farms are not so big as to mecha- 
nise agricultural operations Peasants are not so prosperous as 
to afford such costly machinery Thus the problem is not a 
little different Farming in agriculture is mostly small-scale- 
farming and not so large scale as to make the widespread use 
of high class machinery profitable It is instructive to appreciate 
this difference in the two spheres of agriculture and industry 

Income Data The use of income data is also to be studied in 
this connection The disparities of income, as between agricul- 
tural and non agricultural groups is more or less distinctive and 
outspoken It is difficult to bring about a parity between the 
two It is difficult to imagine that the present stage of agricul- 
tural development admits of comparison of incomes in the 
spheres of agriculture and industry except if we were to take 
into account the very highly mechanised large-scale farms into 
account In this connection, we must also recognise the fact 
that real earnings alone should be compared as between agricul- 
tural and industrial sectors That lands us into the question of 
the comparisons of the consumption levels and the details of 
the same as each section the urban and the rural, does have 
Parity could only be brought about if the principles of scientific 
management were applied to agriculture in the same way as 
applicable to industry In the first instance, it is difficult to 
obtain a workable basis on which the income of the peasantry 
and the agricultural labour could be compared to industrial 
incomes The question that baffles the investigator is what in- 
comes to compare , should the industrial incomes in the rural 
areas be compared with the agricultural incomes in the same 
area* But the economic supposition other things being equal r 
is no longer effectively taken into consideration m this respect 
Industries are run on different lines, the labour force therein is 
completely rationalised, while in the sphere of agriculture it 
is not so and then the extent of mechanisation in agricultural 
and industrial sector is different We may also add that the 
income data m this respect would not pro\ ide us with any clue 
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to the extent of mechanisation in the field of agriculture, nor 
would it provide us with a clue to the extent to which rural labour 
is being scientifically managed, for agricultural earnings are not 
the result of the application of scientific management nor of the 
mechanisation; agricultural earnings are the result of the condi- 
tions of the market and the situation in regard to demand and 
supply. Still, it may be pointed out that calculations could be 
based on the income data, but only in so far as the success or 
otherwise of the scientific management is to be taken into consi- 
deration by the agricultural economist. 

Work Simplification. Agricultural production involves 
intelligent management and intelligent decisions in regard to 
farm production. We had occasion to refer to work simplifica- 
tion in the last chapter. In this connection, the principles of 
farm management are invoked, adequate knowledge of the 
advancement of science of animal nutrition and breeding as 
also the substitution of mechanical power for human energy.- 
Organized research in this respect is now fairly advanced and 
on a high plane. The acceptance and use of the latest discove- 
ries in the production of agricultural stuff may not always be 
adoped by farmers, because of their ignorance about them and 
also because of the fact that these discoveries are not avail- 
able to them, or they cannot afford them. And often is the 
farmer ignorant regarding the use of these discoveries and 
inventions. There is thus a cultural lag between developing a 
new productive technique and adopting it for general public 
use in farming. Work simplification, which is the object of these 
production techniques, is thus very slowly adopted in the agri- 
cultural sphere. Industrial engineers have made a special 
study of work simplification in their own sphere, but such a 
study is absent in the agricultural sector. Conclusions regarding 
the same are arrived at by the method of trial and error. In 
fact, wide variations have been apparent in labour productivi- 
ty in the agricultural sphere as between different farm opera- 
tors and labourers. In the first instance, there are wide varia- 
tions in the capacity of different individuals and then these 
variations persist even when the same farm apparatus is in 
existence and being utilised. And these variations are to a 
great extent due to the methods of work followed on different 
farms. This brings us to the problem of the objectives of the 
work simplification in the realm of agriculture : what it at- 
tempts to do and realise. 

The Aim. We now set out to answer the first question, as 
to what work simplification' aims to do. It would be instruc- 
tive to understand clearly the scope of work simplification- 
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before trying to unra\ el the problems connected with it In 
the first place, the aim is to eliminate all unnecessary farm work 
This is the preliminary step, for as long as unnecessary work 
is not eliminated, the farmer’s attention would be unnecessarily 
dissipated in the performance of this unnecessary work, which 
is not relevant or essential for the farm jobs, it is, therefore, 
that work simplification would only be achieved as and when 
unnecesary odds are eliminated Secondly, are indicated the 
easiest, most effective methods of doing the work, in hand, 
in accord with \anous situations that may arise on the farm 
from time to time In this connection, it may be pointed out 
that work sequence is also of paramount importance for as was 
stated in the chapter on “Farm Operations", sequence is the 
most essential factor in this regard— one work job to follow 
another and that also on the right time Thirdly the most 
economical and convenient combination of tools and equipment 
that the farm labourer and the farm operator uses is also to be 
discovered for work simplification, in this respect, should also be 
assessed facilities required for the performance of various work 
jobs on the farm Again, this would vary from farm to farm 
It may be objected to that this particular study belongs to the 
realm of the "equipment and not to that of the “Labour on the 
Farm", it may be stated that it is the labourer who uses the 
equipment, tools, etc , hence it would be proper to study it in 
this connection In case, equipment is not readily available 
and is not of the correct type, work gets more complicated 
instead of getting simplified Hence this objective also stands 
to reason and is relevant to the subject under study Fourthly, 
it aims to standardize, as far as possible, the improved work 
methods and also establish the correct and practicable work 
standards in order that operators may be guided in this respect 
T’he standardisation of the farm work, as was pointed out m 
an earlier section, is rather difficult, still, it is a worthy objec- 
tive that may be brought into practice as far as possible And 
lastly, work simplification consists in the application of improv 
ed and economical methods of work, technique and standards 
of accomplishment It may be said, in parenthesis, that the 
same could be done by the preparation of detailed instructions 
on how to do certain jobs effectively and develop the principles 
for the improvement of work methods This is also significant 
for proper and effective work simplification, for the reason that 
improved methods would make the work easy 

Parity totth Industry In this context, we have to invite 
the reader s attention to peasant’s objective of attaining parity 
-with the industrial establishments As established earlier, 
work simplification is a concept which we have borrowed from 
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industry, where it lias been carried to its logical conclusions 
and where all efforts have been directed to the realisation of 
the same. Parity with industry, about which we have had 
-occasion to refer above, is only possible if the work simplifica- 
tion is also adopted. In fact, comparisons with farming systems 
are only possible if both these land the industrial ones are at 
par as far as operational procedures are parallel and similar. It 
is in this context that we have to think of parity with industry. 
And it has also been recognised that income parities could oniy 
be established if work simplification, the objectives of which 
we have defined above, is also undertaken in the agricultural 
•sector. It is anticipated, that work simplification would ensure 
reduction in farm costs, and mean a fuller utilisation of labour, 
whether that is hired or is from the family. It would be by 
means of this that the farmer could hope to fight out the law of 
diminishing returns in all its aspects. And it may also be 
recalled that it is the law of diminishing returns that is respon- 
sible for lowering the earnings. If successfully held at bay 
and neutralised, the farmer would have travelled a long way in 
securing parity with industry. Labour in industry is more 
productive, simply because it is aided by ample machinery and 
also that work in various industrial operations is very much 
simplified, too. For this reason, too, work simplification is to 
be very much recommended in agriculture and farming opera- 
tions. This may be regarded as the preliminary step towards 
mechanisation of agricultural chores; hence, too, this study 
is essential in this context. Work simplification, therefore, is 
the first prcicquisite towards attaining parity with industry. 
And it would be instructive to study its impact on the system 
•of farming. But in this connection, it would be pertinent to 
study the research procedure of work simplification, before we 
could delve deeper in the analysis. 


Research Procedure. Coming to the procedure of research 
i n connection with the work simplification in agriculture, we 
- may point out that the usual method followed by the farmer- 
enterpreneur is that of trial and error. The problem has 
■been analysed by the agricultural engineer and the agricul- 
tural economists. In fact, the methods of time study and 
motion study as understood in the industrial parlance 
have been applied to agriculture. Existing methods have been 

• appraised and their effectiveness evaluated from the angle of 

• output. It has also been probed into with a view to discover- 
ing the more effective and productive methods of work. Work 

• simplification has been studied with reference to the several jobs 
in farming operations, and the effort has been directed towards 

-a correct description and measurement of different methods. 
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that may be employed Research is also directed to the apprai- 
sal of different methods in order to hit at the most efficient one 
Comparisons may be r'ade objectively on the basis of farm 
input output consequential to the adoption of certain work 
simplification methods Advantages of different work methods 
are studied comparatively several work elements which enter in 
to the methods of doing certain jobs are studied and then the best 
one followed and recommended Opportunities are always there 
for the improvement of even the most efficient work methods 
and new methods may be developed from the synthesis of better 
work methods in vogue Test checks may be made from time 
to time in order to find out if the methods adopted or recom- 
mended are the best ones Also are checks made for routine 
work done by operators and facilities suggested both by the 
researchers and the operators, and later adopted, too The con- 
clusions of the same are then made available to farmers who 
may be also instructed in the adoption of the same according 
to the proven methods 

Labour Consumption In this connection, it may be instruc- 
tive to assess labour consumption on a certain job With- 
reference to work simplification, the consumption of labour 
takes place either when labour moves from one place of work, 
to another (particularly in ordinary farming chores, or when- 
the materials are so mo\ed, or when the movements of the 
body are necessary for the completion of work in hand) 
The production rate on any job is determined by work method 
used and the rate of work activity The direction of work 
simplification is towards the easier, better work and not to 
wards the harder, faster work for it has been proved by the 
studies undertaken on the industrial plane that the faster work 
is not conducive to work simplification, but may mean delay in 
work undertaken and done, thus defeating the very objectives 
Work methods could also be changed regardless of operational 
activity on the jobs which he undertakes For example, the 
workers movements may be changed, reduced or made easier 
Similarly, the handling of materials could also be minimised or 
even mechanised Again such arrangements could be made as~ 
to maximise output (while working in the same place) by reduc- 
ing the unnecessary and superfluous movements The position 
of the operator may be so altered that it is more convenient 
for him to work on the job in hand It may be said in soothe 
that worl simplification reduces labour consumption 

Classificatton and Results What does work simplification 
do ? This is an important question and needs to be discussed at 
length This«aims at the synthesisation of the various labour 
sa\ing method*! adopted by farmers In the first place, the 
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•changes are brought about in the physical and manual odds 
"undertaken. This may include the elimination of unnecessary 
chores or superfluous motions. Fuller use may be made of the 
-various types of equipment, that is at hand, also that of the 
operator’s limbs. Incidentally, greater safety is ensured for 
•farm workers in jobs as may be regarded hazardous for them, 
for if the worker is sure of his safety his attitude to the work 
•that he undertakes is healthy and good. This may also in- 
clude the assignment of new responsibilities to new operators 
and better integration of human and machine labour. All these 
things are easier said than done, for they involve several such 
intricate problems as may not be easy of solution. Similarly, 
changes in equipment used and layout planned may also be 
brought about by a farmer who aims at work simplification. 
Equipment and supplies may be so re-located as to be within easy 
reach of operators and workers. Improved work routines may be 
brought about by a better layout. In the spheres of production 
and processing, changes may be effected so as to bring about 
greater accord between nature’s time-table and the one followed 
on the farm: this is done by re-scheduling farm jobs : the time- 
liness of crops and operations incidental thereto may be effected 
by those responsible for farming operations. Modifications that 
may be brought about in the products to suit market require- 
ment could not be ruled out, especially now when the advance 
•of science and technique has enabled man to do that without 
insuperable difficulties. Job analysis may also be undertaken by 
-a specialist, if the farmer is bent upon effectively simplifying 
work operations. But it may be pointed out that the methods 
used are with reference to the minimisation of physical chores 
and the modifications brought about in the layout and equip- 
ment on the farm, for these changes could be easily brought 
about by the farmer and are within his means. It has been point- 
ed out that success has been spectacular, especially in the repeti- 
tive hand and manual jobs, for they have been replaced by the 
mechanical work, in the installation of the mechanical appli- 
ances. Where possible, routine jobs have been simplified by job 
analysis ; this has been widely done on the various farms in the 
U.S.A.and also the U.S.S.R. particularly, and the West generally. 
In certain cases, new improvised equipment has been installed 
by the more enterprising farmers who have aimed at work 
simplifications. After the entire process has been studied, 
the small routines have been much improved upon and work 
simplified. ■ Even in the fields of marketing and processing, 
similar methods have been applied increasingly by the adoption 
of processing of agricultural produce so as to make it more 
acceptable in the markets. In short, the classification of the 
work simplification methods has centred round the dynamism 
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of job analysis , and the results aimed at point to adequate job 
performance But emphasis has not veered away from the 
individual and his place in farming, in fact, work simplification 
is meant to reduce monotony In short, the attempt has been 
to sift out the best method, evaluate it, and analyse it still 
further with a view to improving and maximising agricultural 
production 

Impact of Mechantsatton In this connection, it would be 
pertinent to study the impact of mechanisation in the field of 
agriculture How far is machinery going to replace labour is 
a question that we discuss in the next section In this place,, 
it would be correct to underline the various points relevant to 
the discussion Mechanisation in the field of agriculture is not 
a little different from that in the sphere of industry From the 
simplification point, mechanisation would only be fruitful if 
the right man is put in charge of the machine, or confusion is 
still worse confounded Agricultural chores may be divided 
into two types of techniques those of the indoor types, which 
admit of mechanisation in the same form as in the factory , and 
the outdoor jobs which do not admit of the application of fixed 
machinery In the former, the simplification is brought about 
to a very considerable extent , and machinery is much more 
efficient than when labour and various odds are much simplified 
In regard to the latter type of mechanisation, the objective is 
achieved no doubt, but the problem is that of the costs of this 
type of machinery And it is the effectiveness of the operation 
too No doubt manual labour is cut down to the minimum, 
in this type of work but it may also be pointed out that the-- 
labour employed is of a specialised type, say tractor-men and 
other similar operators Mechanisation, in this respect nay 
actuallv raise more problems than it sets out to solve and the- 
objectives of work simplification actually defeated Hence, the 
application and employment of machinery, for the sake of 
work simplification, must b* made with caution, for the conse- 
quences of the same must be weighed, before going ahead with, 
mechanisation 

Labour Distribution In this context, we must also assess- 
labour distribution from the point of work simplification prob- 
lem Work simplification differs from scientific management 
of labour m that it does not limit itself to the management of 
one factor of labour on the farm, but so manages the farm 
that the output of labour is maximised and the work that 
labour has to put in is made much easier, too Labour is em- 
phasised because the returns on the farm are calculated on the 
basis of labour output And then the return to the operator 
determines the living standards of the labourer and his family. 
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The other factors of production are so combined . with family 
labour as to yield maximum (and optimum) production. It all 
depends on the ability of the manager to appraise the various 
alternatives and then to find out the best one under the circum- 
stances. And it may be admitted that the abilities of far- 
mers vary considerably in this respect. Generally speaking, - 
the farmer has always been seeking better and simpler ways 
of doing work in an easier and more productive manner- 
Work simplification only provides a more scientific approach' 
to the whole problem. It is, in other words, the way of best 
distributing the labour force as between different farming 
chores and work odds. The farmer is prepared to adopt newer 
techniques of work simplification only if the same promise a 
reduction of costs per unit of produce, or give greater output 
per unit of labour used and employed. Hence cost measurement 
is rather intimately connected with work simplification me- 
thods. Improved methods of work simplification would no’ 
doubt be good for raising agricultural production also in 
distributing the labour force more efficiently but it must also 
be recognised that the application of these more promising 
methods would only be taken up by the farmers if the distri- 
bution of labour is such as to raise productivity in the short run. 
and not in the very long run. 

Displacment of Labour . Having understood the implication 
of work simplification with respect to labour in the sphere of 
agriculture, we now proceed to bring out various points in 
connection with the displacement of labour as it comes about 
by increased mechanisation. In regions, where labour has 
been comparatively inefficient and land under-exploited, the 
problem has special significance. In other countries, where 
land has been more fully exploited by means of mechanisation, 
the problem poses a different set of issues. In fact, nature 
is not niggardly in those places where the productivity of land' 
is low: it is that man has been unable to exploit land more fully- 
and that is why productivity has been at a lower level. For 
instance, in the case of India, nature is quite bountiful, but it 
is man who has not been successful in getting the best out of' 
nature. And to a large extent, it is the inapplication of the- 
latest advances of scientific knowledge and techique to agricul- 
tural activities and operations that has been responsible for the 
niggardly yields out of soil. The latest in science, engineering 
and techique has not been applied to farming and there- 
fore, the best out of land not reaped by an ignorant farmer. In 
fact, the use of large tractors and other mechanical and electri- 
cal appliances even if the same could be used, involve such 
heavy costs that the poor farmer is discouraged from using 
them. And then the non-availability of skilled labour necessary- 
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10 utilise that specialised capital and machinery is another 
hurdle which the poor farmer may be unable to cross And 
then the use of machinery may also be uneconomic on the small 
and fragmented pieces and plots of land which are under the 
plough But from the planner’s point of view, the most impor- 
tant consideration is that of economic expediency, that is, the 
impact of mechanisation on the employment of labour and 
economic effects 

Mechanisation and Unemployment Analysing further we 
-find that mechanisation might result in some sort of unemploy 
ment in the agrarian sector of the economy In the backward 
regions, particularly, the impact of this mechanisation has been 
in the unfortunate direction of unemployment that proceeds 
like a snowball In the advanced countries, profits made out of 
the appl cation of modern and scientific methods to industries 
have been diverted to increasing investments in the agncultu 
ral sector In the backward countries, this process was revers 
ed as the modernisation of industry did not proceed and 
hence, an increasing investment in the field of agriculture did 
not take place and even if it did that would add to the great 
unemployment that has been caused by the severe and cut throat 
competition from the imports of machine-made articles 
Hence the fear is that mechanisation of ag-iculture in the 
backward countries, where the pressure of population on land 
is already very high, might result in still wider unemployment 
and this may be followed by very evil social consequences Thus 
technical investment in agriculture and the technological 
improvements brought about there may be negatived by the 
emergence of the problems of rural unemployment and then 
the problems of rural resettlements Logically speaking, there 
fore, the problem is that of the proper sequence of mechanisa- 
tion in the spheres of industry and agriculture But theroretical* 
Jy speaking, the success of modern farming and its high produc 
tivity depend rn the mechanisation of the methods of farming 
And mechanisation is only possible if it is preceded by the 
formation of larger units and their integration, for otherwise 
the mechanised enterprises would only be too costly, and there- 
fore, uneconomical But the real problem would pertain to 
the displacement of large number of people now living on these 
farms, for as we pointed out earlier, the pressure of population 
on these farms is exceptionally high and heavy The pros 
pects of mechanisation are, therefore, on the face of it, very 
gloomy The presence of these large numbers of landless pea- 
sants is a menace to the social fabric of the society and also a 
danger to the tranquillity of the countryside It may be useful 
to recall the horrors with which mechanisation of agriculture 
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was attended in the U. S. S. R., if we arc to believe the various 
accounts of the historians of the economic development of the- 
Soviet Union. And we must also bear in mind the unsuccessful 
attempts at mechanisation in certain European and Western- 
countries, particularly Hungary, With full employment as the 
“one aim aud goal of economic policy, it would indeed be 
dangerous to go ahead with mechanisation, if the above-men- 
tioned consequences of mechanisation are inevitable. True 
that full employment is not the only goal of economic policy] 
but it is full employment along with rising standards of living 
and increasing incomes of the wage earners and the society as 
a whole that must be aimed at. It would be from this wider 
angle that we view this. 

Impact on Income. Coming to view the problem from the 
income point of view, we discover that the improvements that 
may be adopted in the productive arts to increase the income 
of the community are but to be welcomed. Possibily, “transi- 
tional” unemployment may result from this effort aimed at the 
raising of income, but this has to be suffered if it is of a tempo- 
rary and passing nature. The advocates of mechanisation of 
agriculture claim that unemployment arising out of the same, 
is of this category and not permanent in its character. They 
argue that this unemployment of the agricultural labour is 
initial, transitional and temporary, which may be compared 
to the unemployment that may have arisen as a result of 
the introduction of the plough and other such elementary 
implements in agriculture. This, it is held, is the first impact 
of mechanisation and as such need not be very much feared. In 
the second stage, it is said, mechanisation would considerably 
lower the costs of production, and therefore, make agricultural 
pursuits very remunerative, too. And analysing further, it is 
pointed out that this reasoning would hold correct and the in- 
come of the community would be raised, too, if the demand for 
the products (whose costs of production are being lowered as a 
result of mechanisation) is elastic and ultimately larger quan- 
tities of the same are now being purchased than when their pri- 
ces were high when there was no mechanisation. This argument 
may not hold water, if we remind ourselves that the demand 
for the agricultural produce is not of an elastic nature ; the real 
elasticity of demand for agricultural products is rather low. 
Hence mechanisation of agricultural production may not result 
in the raising of the income levels in the community, at least 
the agricultural community. All labour-saving devices, parti- 
cularly in the agricultural sector, may only displace large 
numbers of labourers, with the inevitable result that the absorp- 
tion of these unemployed labourers 'may actually pose a prob’ 
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lem of no small magnitude to the planner and the admimstra- 
tor, alike In the advanced countries, or in those regions which 
suffer from a shortage of labour in the agricultural sector, 
mechanisation may prove to be a necessary aid to the improve* 
ment of production and in overcoming labour shortage, coo 

Economic Progress The connection between work simplifica- 
tion and economic progress needs to be established now Labour, 
saving devices may not be labour-saving only in the sense that 
they economise labour but also in the sense that they tend 
to increase output Mechanisation, lr other words, is the 
essence of the work simplification, in this sense But mechani- 
sation might tend to displace labour if brought about in the 
agricultural sphere In the West the shortage of labour may 
also be a menace and, therefore, labour has to be supplemented 
But m the backward economies, it may be regarded as an evil 
because it releases large numbers of labourers into the ranks of 
the unemployed From another angle, mechanisation would 
bring about greater and more rapid mechanisation in industry, 
which might come about when agricultural requirements of 
labour shrink considerably It is contended that mechanisation 
of agriculture brings about a more rapid increase of the applica- 
tion of machinery to the spheres of industry Economic progress 
need not be a function of mechanisation, for even if we conceded 
that mechanisation is the essence of economic progress (and 
that need not be so at all) then too mechanisation of agriculture 
need not bring about more rapid mechanisation of industry 
The familiar argument is that mechanisation of agriculture 
creates newer types of employments, to repair and maintain 
machinery And it would also accelerate the incomes of various 
classes and that would make the introduction of the modern 
means of transport and communications, electricity and other 
such amenities of modern life to the countryside more facile 
And if the process of work simplification proceeds on more 
rapidly, the result would be the acceleration of economic pro- 
gress, even if we do not refer to progress in terms of increased 
mechanisation Work simplification, without attendant mecha- 
nisation, would mean better utilisation of the labour force and 
pleasanter tasks This, in turn, means that labour is more 
productive and that would go to improve the national dividend, 
and a higher national dividend is the goal of economic pro- 
gress In this way, too, work simplification would ensure 
economic progress, though the usual argument of work 
simplification leading to mechanisation, first, and then 
mechanisation leading to raising of national dividend in the 
second stage does not seem valid On the other hand, 
the argument stresses that work simplification leads to heigh- 
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tened productivity of labour and that, in turn results in increase 
of national dividend. ' • 

Displacement Sc Resettlement.: l^e come • to the final phase 
of work simplification, that which mjght.result in the displace- 
ment of labour with the problems of- resettlement coming to 
the fore. In the first instance, we must recognise the fact that 
the work simplification need not be synonymous with the 
mechanisation of the agricultural chores. Work simplification 
only means work simplification and may not be carried to its 
logical conclusion ; mechanisation. Still, it may be contended 
that it may result in saving some labour, which in that way gets 
“displaced” and need be resettled. We recognise that with the 
increase of work simplification, labour efficiency increases and 
so also productivity. An increase of productivity in the agri- 
cultural sphere would mean cheaper prices, and through the law 
of demand, it may mean higher employment of labour. Thus 
the displaced labour may be absorbed by the extension of agri- 
culture, as also in the processing and other kindred industries, 
which may also be extended as a result. Again, it may be 
pointed out that work simplification may aim at combating the 
law of diminishing returns, too; and if this objective is fully 
realised, then the productivity of agriculture may increase and 
the production of the agricultural commodities heightened with 
cheaper prices. This, again, means an extension of the agri- 
cultural industry and the other allied industries, dependent on 
agriculture. This analysis leads us to the conclusion that work 
simplification need not mean a permanent displacement of 
labour, for the labour force is capable of re-absorption at a later 
stage. Labour resettlement is thus a feasible proposition, too. 
It is thus only a question ot time-lag. But if over-mechanisa- 
tion comes about and persists the labour resettlement might not 
be considered as a feasible proposition. Mechanisation should 
be conducted at a uniform rate over all industries. Our con- 
clusions in this respect are, firstly, that work simplification 
might not mean mechanisation necessarily, and secondly, that 
work simplification, even if that brings about some displace- 
ment of labour would eventually also be able to re-absorb the 
same labour force, provided the economy is taken as a whole. 
Displaced agricultural labour might be absorbed in industries 
other than the agricultural. 

Urbanisation Effects. In this section, we study the impact 
of urbanisation on the village labour force. We have had occa- 
sion to refer to various aspects of urbanisation elsewhere in this 
dissertation, but now a systematic analysis of the same is pro- 
posed. We discuss the problem, from the angles of various 
economies. Urbanisation effects in the mature economies would 
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be underlined and then the same in the transitional regions In 
the mature economies, parity is the mam problem and the main 
issue, while in the transtional structures the main problem is that 
of the technical advancements intended to bebrought about, their 
pace and character The restoration economy is marked by the 
problems of economic catastrophe, consequent on the urbanisa- 
tion movement that may have spread to rural areas The next 
paragraph would concern itself with developments m the deve- 
loping economies, or the urbanisation aspects \\ e have to spot 
the nature of the problem in each particular type of economy 
And we must also remember that urbanisation is with reference- 
to low-standard rural people and their families Low-income- 
rural families are mostly those who have not a definite place m 
the social heirarchy otherwise, and who again constitute a 
major part of the labour force m the countryside Comprehen” 
sively speaking, we find that the agricultural sector in the rural 
countryside is composed of landlords peasants, tenants and 
labourers In the non-agncultural sector, there are the crafts- 
men and the unskilled and low grade labourers Thus the low- 
income group, whether in the agricultural sector or in the non- 
agricultural one, is predominantly the labouring classes That 
is what interests us in studying urbanisation effects in the rural 
countryside, for this is limited to a study of the low-income 
groups We shall see if urbanisation would bring about better- 
ment in the living standards or not The problems that we 
propose to consider are would the urbanisation bring about a 
rise of the living standards and would they lead mo'c complete- 
lives, fuller and richer in all aspects These points are of con- 
siderable interest for the reasons outlined above Suffice it to- 
rapeat that the urbanisation has a different impact in each of 
the four different types and the behaviour of low income group 
in all these economies, also differs 

Parity in a Mature Economy In a mature economy the 
concepts of urbanisation of the low grade rural economy and 
the low income groups are different, for its economic struc- 
ture approaches the ideal of economic development Here is 
parity in the use of resources and real incomes in rural and 
urban types of employment By the term “Mature Economy,” 
we understand the state of affairs in which the real income on 
farms approximates to the most efficient and productive utili- 
sation of technical advancements In this economy, therefore, 
the real incomes in the urban and the rural areas are approxi- 
mately equal \\ c could cite instances of modernised farming 
systems of the U S A and the U S S R where the application 
of the modern technique tp the field of agriculture has reached 
its zenith Such a balance in the adjustment of the exploitation 
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and the utilisation of resources, is a prerequisite to maximisa- 
tion of the “social and the private net product,” to borrow a 
phrase from the Pigovian terminology. And the inconsistency 
between the two is reduced to the minimum. We have few 
labourers who could except to find better chances in an alterna- 
tive employment. They represent some maladjustments, the 
result of economic friction. These maladjustments are bound to 
arise out of the fact that the pace of various dynamic influences, 
though simultaneous, are yet not identical •, individual consu- 
mer tastes and high technique may not keep in pace. Changes 
in both may occur at irregular intervals, and then tltese changes 
may also not be consistent which each other. In the long, long 
term, “the secular period,” there would be brought about auto- 
corrective shifts in the economy, but there would certainly be 
population and labour movements from one occupation to an- 
other for better and more remumerative work. Balance would 
tend to be maintained as between urban and rural segments by 
the dissemination of information and the acquisition of know- 
ledge in the various labour sectors. True, that with the develop’ 
m ent of trade unionism, such shifts may also be reduced to a 
minimum. Still the other possibility could not be ruled out. 
Direct group action or governmental intervention alone 
would force this attainment of the rural-urban balance. The 
benefit that would accrue to the low-grade rural families wh° 
could not be rated high in view of the fact that the difference as 
between the rural and urban levels of earnings is not very high. 
To the extent this differential margin persists, to that extent 
only would the shift be suffered, and to that extent alone would 
these people benefit. 

Transition and Technology. The next set of economic condi- 
tions that we address ourselves to are those that obtain in the 
transitional economies. These economies are characterised by 
the process of technological change, a process that is not of 
the same character in both urban and rural counterparts of the 
economy. Technological changes release a set of forces which, 
in turn give rise to economic adjustments, brought about in the 
rural and the urban incomes. Technological changes may also 
usher in the transitional stage which may continue for about a 
generation or so. Specialization grows, first by occupation, then 
by regions and lastly by countries. The last phase of speciali- 
sation seems to have been arrested by the stress to which self- 
sufficiency subjects national progress. Still, people live close 
to land to obtain . food and housing, subsistence agriculture 
persists in this eConotoy. *There is stilT'a greater emphasis oh 
“direct appropriation 1 ’ 'of the economy. It may be that the 
social cons of technical advances may be high. In 'the'process. 
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therefore, the shifts of population from rural employment to the 
urban one come about , and the tendency is towards total urba- 
nisation Coming back to the agricultural segment, we discover 
that simple technological changes usually add to the producti- 
vity of each factor of production, and therefore, to the social net 
product Technical changes increase the productivity of land and 
the returns to the productive apparatus, too Still the theoreti- 
cal anticipations are not so rapidly realised, for the economic 
and social friction damps the whole process Often it so happens 
that the changes in the technical aspects are of an economy- 
shaking nature , they alter the basic combinations of productive 
factors employed m agricultural production The efficiency and 
capacity of the agents of production is much altered by the pro- 
cess of technical application New potentialities of production 
are attained ard the net social product is thus raised too Hence, 
new sets of forces are released and new levels of real incomes 
attained There is thus a new discrepancy m the rural and 
urban incomes Costs in urban industries would be likely to 
fall, because of the increased application of new technology In 
these circumstances, the shift of population from the rural to 
the urban employments would be gainful in so far as income 
standards are concerned, for while urban industries are highly 
technical, agriculture has lower earnings still 

Catastrophe & Restoration Attention may also be drawn 
to the third type of economy th«.t we set out to consider, namely, 
the restoration economy which has been shattered by a catas- 
trophe of a national magnitude The economy is ravaged by 
war or some such catastrophe and the energies of the people 
are directed to its restoration All the economic resources 
are directed to the full utilization of this goal, the maximisa- 
tion of the social net product In this set of economic circums- 
tances, the absorption of displaced people is possible Since 
the process of restoration in the rural sector i* slower indeed, 
there are greater chances of the absorption of labour force in 
rural employments than in the urban ones Possibly urban 
reconstruction proceeds in the first instances , but ultimately, 
rural sector must command attention and the chances of the 
rural migration urbanward remote This may mean that a 
process of de urbanization is brought about The progressive 
elimination of the low standard rural families may be gradual 
There are special priorities, the rehabilitation of the displaced 
and the uprooted families, the progressive re-gearing of the 
economy and the final restoration and reconstruction Perma- 
nent migration to the towns may not help, for that would go 
to deplete the labour force from agricultural avenues, with 
grave and bitter consequences for the economy m general 
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The restoration authorities would not attempt this ; on the 
other hand, they would like to go strong with the resuscitation 
of the agrarian sector. Still, the best solution may be to 
select the correct type of people for the right jobs and to 
redistribute the entire labour force as among the urban and’ 
the rural occupations. This would also go far to re-build the. 
economy. It may be pointed out that the labour force should 
be taken as a whole, and not in segments, urban and rural. As 
such the urbanisation of the low-income rural families may 
also not materialise, for these rural families are more often 
than not, the unskilled type and hence unfit for several urban 
avocations, which might employ semi-skilled types of labour 
force. Still, income differentials tend to be considerably eased 
out with the result that there would hardly be any advantage 
in shifting to the urban areas for better incomes. 

Embryonic Developments. In an economy, which may 
alternatively be termed as a backward one, economic develop- 
ments are of an elementary and embryonic nature. In these 
countries, the process has just started and as yet they are in a 
backward stage of development. Capital formation (on which 
hinges mechanisation and increasing application of technique) 
is painfully slow, for this capital has to be formed out of current 
incomes which again are very low. Similarly, managerial 
skill and entrepreneurial ability are also likewise scarce. Capi- 
tal goods may be imported, in the first instance, if the process 
of economic progress is to be accelerated. There may be 
institutional impediments, too, hindering the progress. The 
only alternative for the low-income rural groups is to migrate 
to the urban areas, where the economic opportunities are much 
more numerous than at home. Therefore, they migrate to the 
urban areas in search of employment and better income stand- 
ards. Disparities as between rural and urban incomes is 
rather pronounced and may not be bridged in the near future, 
either. The only way out is to find out ways and means to 
accelerate economic development as a whole and to bring about 
a balance in the different sectors of the economy. The goal 
of acceleration of economic development and the maximisation 
of the net social product is attended with several/ difficulties,' 
economic, social and even political. Still, the rural popula- 
tions stand to gain, if temporarily, from migration urbanward.’ 
With the gradual ruralisation of industries, the urbanisation 
of low-income families might be very much reduced and the 
trend reversed towards de-urbanisation. But this is not so in 
the near future, for immediately, the trend is towards the 
urbanisation of the low-income rural people, the land-less and 
the tenants. This is the state of affairs that India witnessed; 
for some time.- ' ' 
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The Inference On analysis, we might say that the problem 
is rather complex, not because it is a fourfold problem, but 
because it is usual that various economic patterns are confus- 
ingly intermingled in the same political state It would indeed 
be wild to expect that surplus economies would come to the 
rescue of the restoration economics and even if they did the 
main effort would have to be made by the devastated countries 
themselves What could be done, immediately, is to recombine 
the rural and the urban pioducuve factors with a view to 
increasing efficiency and productivity and also alleviate distress 
by the imposition and administration of various economic con- 
trols The claims of embryonic economies are also sufficiently 
pressing and they could also progress if the advanced economies 
give them that technical aid, which is very essential to economic 
advancement And verily, it is obviously well nigh impossible 
for the advanced economies to give unlimited help to restora 
tion and embryonic ones But it must be admitted that without 
improving the lot of low-income rural groups which predo 
minate in the embryonic economies (which are in predominance 
in the world) the lot of homosapiens would be one characters 
ed by economic disequilibrium and imbalance— a potent cause 
of recurrent conflicts There is an urgent need for a re appraisal 
of the economic opportunities with an eye to the betterment of 
the low standard groups, whether they have or not migrated 
to the urban areas, and removing the disparity between the 
two 


Labour in Agriculture In this section, we intend to discusr 
the problem as a whole Most of the labour force in agricultuse 
is landless and usually shifting from place to place This 
labour force has presented a problem that need be reckoned 
The social reformer and the planner, would like to see the 
labour force become stable and settle down to work and, if 
possible get land also It is unskilled and one that could be 
absorbed m any type of work Generally, agricultural labour 
is unwilling to migrate to the towns except under stress Its 
stay-at home character also hinders its proper distribution m 
various industries, agricultural and non agricultural Another 
problem that faces the investigator is that of the unskilled 
character of this labour force — how to tram it and make it fit 
for various chores and how to make it more skilled, efficient and 
productive The normal course of evolution for the farm 
labour should be to rise gradually to the status of a cultivating 
farmer Tins problem is rather a complicated but one inevitable 
in almost all economies In the backward economies, especially 
jthe •problem is more complex and the lot of the agricultural 
labour is, to say the least, abysmal Broadly speaking, the 
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agricultural labour force consists of landless labourers, forced 
labour and agricultural serfs, the last class being now nearly 
■extinct. We propose to study the matter in detail in the next 
paragraph before we discuss labour dynamism. 

The Picture. Coming to details, we find that even tenants are 
also labourers in that sense, but their problems are not a little 
-different but of a special type, and we propose to discuss their 
issue in a separate chapter. The second class of labourers, the 
landless do form an important class. These people have not a plot 
-of land to till, no capital to invest, they are only hiring them- 
selves to the various landlords and tenants for help in the rush 
■season. Their principal and hereditary occupation is agricul- 
ture, but they cultivate others' lands and not their own. The 
unit is the family because the whole family is hired, the male 
adults, the females and the children. Their employment is 
mostly casual; and they receive wages both in cash and kind, 
but mostly on a non-competitive basis. They usually have to 
move from place to place in search of employment and work. 
This class is often semi-skilled. Then there are the field 
labourers, who are a miscellaneous class, neither skilled nor 
experienced in tilling operations. Their labour is comparable 
to that of the coolie, for they undertake odd jobs on a farm. 
This class is highly mobile as the demand for this labour is 
•seasonal; but they are likely to pick up work both in the agri* 
cultural and the industrial spheres. Having no land, no 
■capital, no staying power and no specialisation they are at the 
mercy of the owner-cultivator who may or may not employ 
them. In the rush season, they seek employment with peasant 
proprietors, while in the off season, they find work in factories. 
The next class comprise agricultural serfs. They are at the 
bottom of the social ladder. True, that serfdom is dying in 
most parts of the world, still it survives in certain backward 
areas. The difference between agricultural (unskilled) labourers 
and the serfs is that the former are still free agents, while the 
latter obliged to mortgage their labour, in return for a small 
■sum of money which may have been advanced to them in times 
of stress and need. Often the money is not repaid, and the 
labourer remains a bond slave of his master-creditor for a life- 
long period. This labourer, therefore, does not receive a 
payment in return for the work that he performs but only a 
bare subsistence, the leavings of the table. Thus he leads a 
-sub-human existence only. Sometimes, children are pledged 
to life-long bondage for no fault of theirs. The next type that 
we should be able to recognise is forced labour, or what is com- 
monly known in India as the begar. This is mostly aboriginal 
in character. These unfortunate people have to work under 
■threat of eviction from the village or from the ilaqa\ they 
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work for some few days in a week on the landlord s estate, 
because they reside in his village In return for this work they 
do not get any remuneration Betiveen the serfdom and forced 
labour is a state of semi serfdom that of illegal exactions 
levied on the labourers “Taxes”, or “fees” are imposed on 
village labour for permission to carry on certain trades or pro- 
fessions, these are convertible into labour performed on the- 
landlord’s estate Agrarian serfdom, in its various forms exists- 
only in the backward, or embryonic economies, in traces 

Dynamic Effects In reference to the dynamism of labour 
in the sphere of agriculture, we have to point out that the- 
labour force under the passage of time, in the sphere of agri- 
culture, behaves in a certain particular manner, distinct 
from the bahaviour of the industrial labour In the sphere of 
industry, there is trade unionism to protect labour as against" 
his employer but agricultural labour is the most helpless due- 
to absence of trade unionism among them, or unity in their 
ranks They are also the victim of customs and mediaeval 
practices which tend to crush them by enslaving them only to 
wages regulated by custom The labourer in the agricultural 
system is at the mercy of his employer without any limitations 
There are no regulated hours of labour, and legislation still" 
is in the process of evolution In the backward countries the 
labour conditions are getting better We have had occasion, 
in this chapter, to stuay the dynamic aspects of labour The 
efFects of mechanisation m rural areas and the re absorption 
of the labour force, as a result of its displacement (due to 
mechanisation of agriculture), have already been studied The- 
urbanisation of the labour force, and the impact of urban 
migration have been studied above and their conclusions need 
not be restressed here Still, the lot of the low class and low- 
income groups of agrarian labour requires to be improved 
before they could be brought at par with industrial labour 
But some more points may be noted here the gradual and 
growing consciousness among agricultural labourers, (may they 
belong to any category) is an important factor responsible for 
holding out to them the promise of an elevation And their 
the movements of political liberation, which have been in 
progress in the backward and embryonic economies, are an 
effective and potent force in getting their lot improved, for 
that has nvettecf the gaze of the statesmen to their wretched 
lot With a shift in the administrative and political set up, 
new governments have tried to raise the lot of agricultural 
labourers, and they have also been successful in their attempts 

Labour Perspectives In the light of the above considera- 
tions, the prospects of agricultural labour are bright as far as; 
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the future is concerned. In a dynamic sense their lot is on 
the improve, because of the factors enumerated above. Diffi- 
culties are encountered in the matter of enacting legislation 
for agricultural labour, but in the light of experiences gained 
in recent years, these difficulties are not insuperable. True, 
that hours of labour are not possible of regulation, for the 
simple reason that the nature of agricultural work is such as to- 
call for long and odd hours of work because the continu- 
ity of farm jobs could not be broken in between. Still, some 
type of legislation is on its way to implementation. Legisla- 
tion has been able to standardise labour chores, and also fix 
wage levels. In certain regions, the intensity of the work is 
also defined, and is required to be compensated at a high rate. 
Similarly, the decasualisation of the labour force has been at- 
tempted by the planner and the administrator alike. Agricultu- 
ral jobs have been fitted into one another so as to give perma 
nent employment of a continuous nature. And the conditions 
of housing have also received attention. Rural housing condi- 
tions have invited the special study of the planner. Another 
development is the abolition of forced labour, whether latent 
or apparent. It is a step towards raising of the status of land- 
less labourer. And in this connection, mention must also be 
made of allotments of land to him in order to satisfy his land' 
hunger and incidentally to raise his status in the village, be- 
cause status in this environ is always associated with the pos- 
session and ownership of land ; hence this step. 

Theory of Organisation. Mention must be made of the- 
theory of organisation, as that is relevant to these points. Hav- 
ing noticed that the majority of ruralites are labourers, espe- 
cially in the backward countries (which far outweigh the 
other parts of the world), we should recognise that the reorgani 
sation of labour in rural areas would go far to provide a sti- 
mulus to rural life. Incidentally, that would make better the 
conditions of work. The traditional theory is that the farm 
labour be organised by itself, aloof from other trades and in- 
dustries. This means that farm life is something exclu- 
sive and not connected with the other aspects of national life- 
Obviously this is untenable in modern life, when integration of 
life has proceeded rather closely, and especially when the- 
“invasion” and “penetration” of urban and external infiuences- 
have been of a marked character, too. An alternative expla- 
nation is of recent origin ; it states that farm life is a part of 
national life and its organisation should be along the integrat- 
ed lines of social progress. Labour in agriculture is the core 
of this life, and its organisation should also be fitted in with 
the total national life. The farm labour, which has so , far 
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teen neglected, should be revitalised and given representation 
on various legislative and state bodies A compromise between 
the two would be to let the farm labour develop in an evolu* 
tionary way and not copy the patterns set by industrial labour 
Autonomous and unrestricted development of the agrarian 
labour force should accord to its needs and requirements Still, 
it may be pointed out that even in the event of completely au 
tonornous labour evolution, the direction to the developments 
needs to be given 

Labour Welfare Having discussed the theory of leorgamsa* 
tion, we might now launch on a consideration of the principles 
-of rural labour welfare All welfare proceeds from remedying 
the ills of the class for which welfare is intended In this case 
the welfare would have to be typically local in its character 
and as such, the principles applied to the same would also he 
of a selective and discriminatory nature We have to think of 
the general principles that govern the welfare activities of a 
planner In this connection, it may he pointed out at orce 
that only those activities of welfare should be pursued as are 
welcomed by labourers and enthuse them, for if the labour force 
remains passive to 4 welfare ' there would be little use under* 
taking it Again, welfare activities should be of a relieving 
nature affording relief to labourers, in the verv short run and 
not only ultimately The labour problem is often of an urgent 
and immediate nature, hence, the remedy should also provide 
mmediate relief And then welfare work should be tangible 
and not invisible, for should he be able to appreciate, he would 
-derive the greatest benefit out of it Next, the principle underly- 
ing welfare activities should be in accord with the obligations 
-of the labourer, for in case he is unable to discharge his duties 
well, the work done for his welfare would have been in vain 
If the welfare is such that labour is in the danger of getting 
permanently unemployed or suspected by the employer, this 
welfare is of little use And lastly, the welfare activities must 
l>e of an evolutionary nature, welfare must be gradual 

Summary To sum up, we must admit that the content 
•of this chapter is of a variegated nature Many have been the 
problems discussed, ranging from the nature of the rural work 
to work simplification The .practical aspects of scientific 
labour management, as applied to the sphere of rural labour 
•was also brought out in an exhaustive manner , but the field is 
limited The problem of work simplification, short of the applr 
-cation of machinery to agricultural chores, was discussed in 
•detail and found to be a laudable attempt to agriculture 
on an even keel Next we \ the prr' z ©at 

of the displacement of ]abo< ? 1 sel s scussed 
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how resettlement is brought about. The influence of urbani- 
sation on rural labourers, especially, the low-income group, 
was also traced at length. How this impact is operative in- 
different economies, was discussed and it was found out that 
the movement was also a two-way traffic. It is not to be except- 
ed that labourers migrating to urban areas, in. search of work 
and better income stood to gain always, often they lost, in 
point of real income. Next we viewed the picture from the 
over-all angle and described the five types of the agricultural 
labourers and studied their problems in rather details. The 
dynamic aspects of their labour problem were reviewed and we 
felt that the future held some promise for them. And lastly, 
the principles of labour welfare (in the agricultural sector) 
were detailed at some length. These principles have to be 
applied discriminately and with great caution, for, illiterate 
as the agricultural labourer is, he is very sensitive to the exter- 
nal stimuli ; and the welfare worker must wear a sympathe- 
tic garb. 

Conclusion. In conclusion, we have to point out that the- 
problcms of labour in the realm of agriculture are divers 
and complicated. Certain conclusions, however, emerge from 
this study. In the first instance, the problems of the agrarian 
labour are entirely different from those of industrial labour. 
Secondly, the largest part of the rural labour is devoted to 
pursuits, directly or indirectly, linked to the sphere of agricul- 
ture and cultivation. In the third place, the rural work is- 
something out of which some amount of satisfaction is also 
derived, for without this rural labour would not remain tied 
to land and the low compensation that they get therein. 
Fourthly, we found on analysis that economic disparities did 
exist as between rural and urban work, these disparities are 
clearly marked and reflect themselves in various aspects of 
labour problem in rural areas. Fifthly, w r e understood that 
the scope of scientific labour management in the agricultural 
sector, was limited, for obvious ; reasons agricultural jobs could 
not be standardised, nor could rural labour be rationalised. 
Sixthly, while analysing the problems attendant upon work 
simplification processes in agriculture, we concluded that the 
impact of work simplification on production was to raise the 
productive index in agriculture, while on its impact on labour, 
the consequence may be that ’of some displacement. Most 
cultivation jobs could not be simplified, except when the means 
of the peasant improved. The problem of displacement of 
labour was discussed and it was found out that economic pro- 
gress failed to keep pace with employment of labour, especially 
in the sphere of agriculture. This raised the problems of the 
resettlement of the rural labour by the extension of the econo- 
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mic activities in the rural sector Eighthly, we outlined the 
effects of urbanisation on low-income groups, and the conclusion 
that their lot does not always improve of necessity, in certain 
-cases, even a deterioration sets xn And lastly, we reached the 
conclusion that the conditions of work in the rural areas are 
apt to improve with growing consciousness 

Labour Planning A difficult task awaits the planner, espe- 
cially when he sets to plan for agricultural labour and improve 
its prospects In the first instance he must dram away the 
surplus labour force, which may only intensify pressure of 
population on land This means that alternative occupations 
have to be found for ru al labour, preferably in rural areas And 
it could only be achieved by means of either multiplying the 
employment opportunities, or by directing rural integration to 
those areas where is being experienced labour shortage This is 
an uphill task Secondly, the planner must take steps to raise the 
living standards of the rural and agrarian labour, this could be 
■done by improvirg productivity in rural areas, and by insisting 
■on the labour getting a higher share out of it Thirdly, the 
task is to impart skill and training to the labour force so as 
to improve their efficiency and productivity, this means the 
extension of educational and training facilities m these areas, 
and m such a manner as to suit the requirements of the labour 
force Fourthly, there should be complete integration of the 
various segm-nts of the rural economy, so that the labour force 
also occupied its due place in the rural economy This point 
is often lost sight of by the ambitious planners And lastly, the 
rural planner must awaken rural labour to the need for improv- 
ing the standards of both its work and it wages, for without 
this consciousness, the labourer would not participate m plan 
mng, and without this no planning could ever dream of being 
a success, e\ en remotely 
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CAPITAL AND EQUIPMENT 

Distinctions and Definitions — Land, Capital and Equipment : Money, 
v-apital and Investment : Capital and Equipment .• Definitions & Distinctions, 
ylassitications — Fixed or permanent Capital ; Circulating, Working or Operat- 
ing Capital : Movable or Immovable Equipment : Machinery and Capital 
vuoods ; Farm Buildings : Types of Stocks • Requisites or Materials. Invest" 
menis on the Farm — Fixed and Sunk Capital : Buildings cn the Farm : Invest- 
ment on Cattle .' Equipment & Machinery : Miscellaneous Types of Investments. 
Etticie-ncy and Productivity-Functions of Fq u ipment : The Productivity of 
Capital : Determinants of Etficiency : Range of Efficiency : Efficiency & Produc- 
tivity of Capital. Economics of Farm Machinery— The Types of Machinery: 
Sixes of Farm Machinery . Maintenance & Ownership • Mechanisation, its 
limits and extent. The Dynamic Aspects — Technique and Progress : 1 and and 
-Equipment. Productivity and Mechanisation ; New Horizons : Summary and 
Conclusions— Capital, Equipment and Machinery. 

In this chapter, we propose to discuss the role that capital 
plays in agricultural production. From the point of view of 
agriculture, there is a significant difference between capital and 
-other agents of production : the supply of the other agents, 
labour and land, is relatively fixed, in that they are not reprodu- 
cible, while capital is. One thing that may also be pointed out 
in this connection is the distinction between money and capital, 
for both terms are used interchangeably in ordinary speech. It 
may be stated that in the economic sense, money may not be 
capital, it may only be symbolic of capital . Money, when it is 
invested, becomes capital. Every farmer, and therefore, every 
Agricultural Economist, observes this distinction when he makes 
liis annual farm valuation ’• valuation could be made by 
listing capital goods on the farm, and also by putting a value 
-on these goods; and in both, the distinction between money and 
capital is observed. Also is this distinction to be borne in mind 
when talking of the economics of production (here capital is an 
important constituent of production), and in the economics of 
financing agriculture (here money is rather important). Bearing 
this in mind, we could better visualise the scope of this chapter. 
We do not refer to money investments in agriculture, but 
only to capital investments. After distinguishing various 
similar terms, we shall classify farm capital, for that would 
lead to a better appreciation of the role that capital plays in • 
farm production. In the next section, we focus attention on 
farm investments, buildings, cattle and equipment (machinery). 
The economic aspects of efficiency and productivity of capital 
investments on a farm would attract attention next. The 
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subject of farm machinery, which we also discussed from the 
labourer s angle, would be discussed in the follou ing section and 
we shall notice the limit and extent of the application of farm 
machinery The chapter would be rounded ott with an analysis 
of the dynamic aspects of the application of the modern equip* 
ment to farming and agricultural production prospectively 

Distinctions ami Definitions In this section, we propose to 
bring out clearly distinctions and definitions of various concepts 
used in this chapter The term "capital' is so much confused 
tint we need to clarify and define the scope of this term and 
the other allied ones The various shades of meaning have to 
be clearly grasped in order to understand their implication* 
The first set of distinctions is with respect to terms, land 
capital and equipment, for these have distinct meanings 
Second paragraph will deal with terms, money, capital and 
investment, for these are being interchangeably used although 
implications in the economic terminology are different from 
those in the ordinary speech Third and last paragraph in 
this section would concern itself with other miscellaneous 
definitions of Capital and Equipment 

Land, Capita 1 and Equipment In orthodax economic ter- 
minology Land refers to natural and indestructible factors 
of production as could not be changed in their locational as- 
pect and as are the gifts of Nature Capital, on the other 
hand is supplied by man and is thus reproducible, but not 
oand While the supply of land is fixed by Nature, the supply 
Lf capital is elastic m the sense that it is man who determines 
the same This makes all the difference Land, in the Second 
instance, is indestructible, in the sense that no action could 
entirely wipe it out of existence (excepting of course by some 
natural calamities) Capital is not only destructible but also 
subject to considerable depreciation and ultimately needs re- 
placing, too ‘Equipment’ covers all produced instruments of 
farm production, excluding labour The various produced 
agents of production are included in this category, t e horses, 
bullocks, buildings and even seeds and feeds We may say, 
without much confusion of thought, that it is used synonymous 
with capital ” The only distinction appears to be that capi- 
tal could also be non specific or in a fluid state say money,, 
while equipment is always specific, e g capital that could be 
used only for a certain purpose This concrete capital (rather 
than the value of goods and instruments of production) is what 
"equipment * refers to 

Money , Capital and Investment As pointed out in the in- 
troductory paragraph, the terms, money and capital are often 
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used as synonyms. This is incorrect. To repeat “money” is 
only with reference to the rupees, dollars or the pounds, while 
“capital’, to investment made in the farm enterprise. Money, 
stink in rural enterprise, is capital ; and this may include equip- 
ment and reserves for emergencies. In the economics of pro- 
duction, this distinction is important, for it is “capital” that 
plays the more important part. In the finance of agriculture 
capital means money. Capital, in this sense, refers to funds 
available for investment in agricultural enterprises. The. 
returns from capital sunk in these is also money. Investment, 
we may add, is that capital which is sunk in a certain enter- 
prise and T, therefore, a form of capital, equipment refers to 
specific capital invested in rural enterprises. Investment 
thus assumes the form of equipment. In short, these terms are 
distinct and one floes not shadow the other. 

Capital ar.il Equipment. As pointed out above, these terms 
convey very different meanings. In other words, “capital’’ is 
borrowed from economic terminology, while "equipment” from 
engineering. Still they convey specific meanings. The former 
refers to broad and wide implications, while the. latter has a 
much narrower meaning. When we talk of capital, we mean 
investment; and when we refer to equipment we think of the 
instruments of production. It may also he said, in parenthesis, 
that equipment is a form of capital. From the national angle 
capital sunk in the agricultural and other enterprises is of para- 
mount importance, while from the individual standpoint, it is 
equipment that increases production, and not capital alone. 
This may be said to he the significance of the two terms, appar- 
ently conveying similar meanings. From the production point, 
“equipment” is more relevant, for as we shall sec with greater 
equipment the productivity level of agriculture is raised con- 
siderably, but not so with greater reserves of capital, nor with 
greater investments in the agricultural paper or bonds. The 
meaning should now he clear and we should also appreciate the 
distinctive roles assigned to each. 

Definition c & Distinctions. A word about the scope of diffe- 
rent terms in the sphere of agricultural production. One has to 
caution against the everyday use of the above mentioned terms, 
for though we have defined and distinguished these as between 
certain terms there may be some more that we shall define in 
the course of this chapter; their meaning and implication have 
to be clearly grasped, before trying to weigh the argument. The 
various distinctions have to be borne in mind in order to undei- 
stand and appreciate the various aspects of the argument. 
Conveying different shades of meaning they correctly point to 
different angles of subject in hand, still the distinctions and the 
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definitions convey the correct sense as far as this dissertation is 
concerned even when they do not convey all shades of meanings 
in all spheres of Economics In fact, we may depart from their 
accepted meanings But no final word could be said about 
these and many others used xn this chapter The limitations of 
economic terminology and language are self-evident and the 
point need not be laboured too much Whatever is said above 
is of the nature of an explanation of various definitions and 
distinctions and need not be taken as relevant to the above 
argument, except by way of elucidation and explanation Still 
the difficulties of the analyst m the sphere of the agricultural 
economics are not insurmountable, for the terminology is suffici- 
ently exhaustive to adroit of the various meanings and their 
shades 

Classifications In this section, we intend to classify 
capital used in the agricultural enterprises Many are its 
types utilised in agricultural production Classification is of 
a functional nature and not of an exclusive type Strictly 
speaking, this classification is not designed to be exhaustive 
and intimate type, for such an attempt is foredoomed It may 
only be pointed out that thts classification is in no way utilita- 
rian sn character, for the farmer-entrepreneur does not take 
it into account, he merely goes ahead with investments, deriv- 
ing the best out of them and without at all bothering himself 
about the nature and character of capital or even attempting 
to classify it 

Fixed Capital Bearing the above preliminary remarks m 
mind, wc set out to classify agricultural capital The first 
class of capital is fixed or permanent capital This includes 
all those types of equipment which could be used time and 
again, and which do not wear out very soon This type includes 
permanent improvements made in land, and in this regard, the 
fixed capital may be con f used with land For it is difficult to 
distinguish between fixed capital invested and sunk in land and 
land itself But even the most permanent capital is not very 
enduring, for permanent improvements in land also do have a 
time span in which to wear out, finish and exhaust Still, fixed 
capital could not be finished in one usage, or in one operation, 
it would always take some multiple operations to wear out the 
improvements made in land 

Circulating Capital This is also known as operating, or 
working capital and is used up m the operations of agriculture 
We have seed and the manure m this class But the distinction 
is rather slippery for the after effects of capital investment in 
regard to investment of circulating capital persist e\en after it 
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is used up and totally consumed away. But it is equally diffi- 
-cult to classify livestock, used for breeding purposes, as it could 
neither be considered “circulating capital” nor permanent 
•capital. In fact the distinctions between the two different 
types of the livestock is rather difficult to make, for if livestock 
he used merely for the purposes of being sold in market, it 
•could be classified as “circulating” capital, as it is not perma- 
nent capital, but if the livestock is being used for the purposes 
■of breeding or for the production of such commodities, as wool 
and eggs, it may be regarded as permanent capital. From the 
farming point of view, the classification of the farm capital in 
the above-mentioned categories, circulating and permanent 
types is not convenient, and we should have a different classifi- 
cation of equipment, livestock, crops, and the miscellaneous 
•other requisites and materials that assist in the task of produc- 
tion. It would be from this new angle that we shall look at 
the various classes of capital goods. This will also, incidental- 
ly, provide us with another distinction between equipment (as 
■understood by the agriculturist) and other forms of agricultural 
and farming capital. We propose to discuss various categories 
•of agricultural equipment first, in the next paragraph. After 
having grasped that we shall devote ourselves to other varieties 
of capital. 

Movable Sc Immovable Equipment. Having appreciated the 
implications of capital (employed in agriculture) and noticed 
the defects of the same classification, we pass on to the new 
-classification that we have adopted in preference to the one 
we discarded. Equipment could either be movable or immov- 
able; and mainly consists of the durable type or capital goods. 
Immovable equipment is that which includes buildings, roads, 
fences, etc. These are described as landlord’s capital. Mov- 
able equipment, on the other hand, includes machinery, imple- 
ments and tool that the farmer uses in his work. These the 
tenant or the farmer supplies himself, and are commonly known 
as the peasant’s capital. It may be pointed out that it is rather 
•difficult to strictly categorise various classes of equipment, for 
the one shades off into the other and both are not mutually 
•exclusive. Movable and immovable forms of equipment are 
not rigidly definable, for if equipment becomes rather bulkier, 
it is immovable. Machinery, instable permanently is “immov- 
able” while if standardised and portable, it becomes “movable”. 
It may, therefore, be said that this classification is not strictly 
exclusive. 

Stock ami Crop s. This category of agricultural capital 
"Belongs to the living class, capable of growth and decadence, as 
•crops flourish, decay and perish. Sp : 00, with livestock, which 
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could be subdmded into three categories, tins subdivision it 
also functional The first is t ork stock, b> which we understand 
livestock used for haulage purposes and in connection with 
agricultural chores This may include horses, bullocks and 
other such yokes Productive stock refers to that stock which 
is required for the purposes of direct production This category 
includes breeding stock, for the purposes of progeny, livestock 
for their dairy products and other animal products, like eggs, 
milk and meat, and permanent crops which yield har\ests more 
than once, such as pastures and fruit trees and other types of 
plantations The third category is the xiock-m process, which 
refers to annual and seasonal crops and the livestock which is 
being reared for the market It may be pointed out that stock 
differs from equipment in that the stock is animate, while 
equipment is not As such, stock is not a permanent asset, stock 
appreciates in its life cycle, while equipment depreciates And 
secondly, even in the case of the livestock it is possible to get 
rid of the same as soon as deterioration sets in, this is true of 
both livestock and crops, the livestock is usually sold or but- 
chered as it begins to depreciate, while crops are cut when in 
the prime of growth But we must also beware against the risk 
of loss to which all types of stock arc exposed, the risk of infec- 
tion, disease, pestilence, accident and weather 

Requisites or Materials The last category is that of the 
requisites of production This class of capital is parallel to 
circulating capital. The requisites or materials of production 
are all those things, which though essential to the initiation and 
completion of production, are still not of an enduring nature 
for they are absorbed in the process of production and do not 
last for more thin once These things include food for live 
stock manures and fuel These \arious items are consumable 
in one single act of production and are classed as a distinctly 
separate item They need to be distinguished from equip- 
ment in that the former is not of an enduring type, while equip- 
ment is durable in Its usage And the requisites and materials 
are also distinct from stock in that the latter is animate, while 
they provide nourishment to animate stock And then the 
materials of production are also highly perishable they are 
“consumable” capital We need not stretch the point further, 
for it should be clear that materials or requisites of agricultu- 
ral production are essential to productivity on the firms 
Further subdivision of materials may be attempted, anti these 
may be categorised as feeds, manure: and miscellaneous materials 
Under the/irjf class are included all those things which arc re- 
quired for cattle and animals, while in the second category, fere* 
tihsers, are included all those things as are necessary to provid 
nourishment to soil and enable richer crops to grow In the lost 
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•category are included all those as may get consumed in the 
processof production, such as seed and fuel. 

Machinery and Capital Goods. Taking up the thread of the 
Argument, we come across the distinction between machinery 
and other capital goods. Machinery, though rightly regarded 
as a form of equipment, is treated in all forms of economic 
analysis, as a distinctly separate productive agent. Agricultu- 
ral machinery is either fixed type or mobile. The former is 
used in processing agricultural produce, which, for want of 
proper spot-marketing facilities, has to be processed before 
it could be saved from immediate perish. The latter type is 
used for general jobs in agriculture and cultivation, it is for' 
work simplification and employed only when circumstances 
warrant its cheap usage. Machinery is distinguished from 
•equipment •, while equipment is a broad term which includes 
all machinery, implements and tools, though it may be pointed 
•out that machinery includes only those types of equipment that 
are highly specific innovations, simplifying agricultural chores. 
And machinery is also distinct from capital in that the latter 
term includes all sorts of equipment and machinery, while 
■“machinery” refers only to mechanical appliances, designed to 
•save work and are highly specific. In the strict economic sense, 
machinery is the most specific type of equipment. Under 
“capital goods,” we mention such goods as are in the process 
of production visibly. These are known in economic termino- 
logy, as goods of the second order and include seeds, manures, 
machinery, equipment, tools and the like. It need not be in- 
ferred that capital goods are not necessary for farm production 
•or for rural enterprises, in fact they are of much greater 
importance than even machinery, for while the average farmer 
may not be able to afford the installation and application of 
machinery, he has, of necessity, ‘ to use capital gobds, which 
are indispensable to process of production. Without capital, no 
production could be initiated, not to speak of its completion or 
efficient continuation. But the modern trend, we noted earlier, 
too, is towards mechanisation of agriculture, and it is for this 
•reason that we intend to devote a full section to the discussion 
of the same. 

Farm Buildings. Farm buildings are also a form of capi- 
tal investment. These include barns, storehouses, cattle-sheds 
and residential buildings. They are also, a distinctive form of 
capital for being characterised by some special trait. As having 
the longest range of investment, their disinvestment is not 
very easy. The cost of farm buildings varies with individual 
farmers in that the farmers may -construct these, themselves. 
.Farm buildings are a non-specific type. 6f investment, so far as 
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most of the farms are concerned for they arc seldom construct- 
ed for a specific purpose for which alone they may be used* 
Their value gradually declines with wear and tear And it must 
also be understoo 1 that farm buildings decline tn value even 
if they arc not used they haye to brave the inclemencies of the 
weather which wears them out And these may also be given 
free to farm labo irers for most labourers are attracted to those 
farms as could afford them some accommodation But their value 
is limited by their replacement costs On the other hand their 
value may fall below cost when their anticipated values decline, 
prospectively speaking Depreciation of the farm buildings is 
another factor to be reckoned with by the farmer Trom the 
above analysis we infer that multiple forms of capital are used 
on farms \\ e could reclassify capital as Capital Equipment, 
Machinery , Stock Requisites and Buildings If may also be 
pointed out that this classification is not exclusive, but oversha 
dowtng one another Still in the light of this analysis it is 
convenient 

J tit eft merit t on the rartn Next we talk of farm investments 
Capital invested, is in either form fixed or floating Still it 
is an important form of investment and has to be reckoned 
with Urn is the usual economic approach But a better 
approach from the peasant s point of v levs is that of lanllord t 
capital and the tenant s capital the former is that which the 
landlord invests such as Ins farm buildings roads and approa- 
ches, drains and other immov able types of investment Tenant* 
capital includes implements of farming machinery, livestock 
ai d standing crops The money that is available for day to 
day transactions is to he included in tenant t capital But this 
approach is defective in that it is not very scientific and there- 
fore lias to be abandoned for reasons of scientific accuracy 
One characteristic of the agricultural investments is that the 
ratio of permanent to working capital is rather high Another 
one is that the amount of capital investment per capita (if it 
is sought that agricultural enterprises be modern) is relatively 
high, especially when it is remembered that agriculture is not 
as mechanised and standardised as other pursuits are But* 
judged from the standpoint of business the investment per 
business unit is rather low as the small scale of the farming 
unit is predominant Again, the range of investment in farming 
is much wider than many other industry for very obvious 
reasons And, taut) assessment of these :m fitments is rather 
difficult, because calculations vary on account of the seasonal 
nature and the differing basis of the valuation systems 

Fixed and Floating Caftlol The next subject, to invite 
our attention is the form of capital investment in agriculture 
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There is fixed capital, alternatively known as sunk capital;, 
this includes such investments as are made in buildings and 
other types of immovable and movable equipment. All types 
of specific capital are^included in this sunk and fixed capital, 
for the capital “sunk” in the various forms of equipment could 
be made fluid only with difficulty and at a loss. It is, therefore,' 
that such investments are styled as sunk or fixed capital. 
Floating capital, on the other hand, is available forthe purpose 
of investment, but is actually not an investment, but its poten- 
tial form. This is capital in money fluid or liquid form. It 
is available for the purpose of investment but could hardly be 
termed as such; it would be investment only when actually made. 
But it is important from another view : investments in the 
future would be limited only by the amount of floating capital 
available in agriculture and to the agriculturists. 

Buildings on the Farm. Recapitulating, what we said in 
the last section, we recall that farm buildings are dissimilar to 
machinery and other investments, for they are of a peculiar 
type and have characteristics which other forms of investment 
do not have. Their depreciation proceeds regardless of use 
and this seems to be visibly less because of their longer life 
And unlike machines, depreciation is not hastened by being 
used to the full. And then their maintenance and renewals 
are more important part of building costs than in the case of 
the other types of equipment. Buildings could be sold at will, 
but not hauled or moved to another place, as machinery could 
be. And investment made in buildings is not recoverable except 
over long periods of time. Farm buildings have no value except 
what they would contribute to the process of production. In- 
vestment in buildings, therefore, easily goes out of step with 
farm requirements, overinvestment and underinvestment are 
possible. It is only in periods of comparative agricultural pros- 
perity that farmers may be tempted to invest in farm build- 
ings, while in times of depression, they would hesitate to 
undertake huge and heavy costs, except when contributing to 
the construction of the same. A wise farmer usually constructs 
such buildings as could serve a number of purposes ; so that 
economies in the construction of the other buildings be effected. 
But these could also be specific buildings which house only 
one type of equipment, and this is, obviously, possible on large- 
scale farm unit. 

Investment on Cattle. The next important investment pertains 
to cattle and livestock. We termed this investment as “work- 
stock” ; it partakes more of the nature of equipment than any 
other type of capital goods. In the case of livestock, the input 
is feed and the output is productivity and amount of work that 
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livestock performs And, therefore the efficiency of livestock 
would be input output ratios In respect of depreciation there 
is a difference between livestock and machinery, for work ani- 
mals and cattle appreciate till full grown and then they begin to 
depreciate But this depreciation period is cut down by a calcu- 
lating farmer, by selling and slaughtering the useless cattle 
The depreciation of the work stock is fixed , for the growth of 
cattle is nearly the same both under heavy and light work 
Productive livestock also appreciates and depreciates exactly in 
the same manner as workstock We could instance the cow and 
the hauling animals both appreciate in the first years of their 
life and the depreciation comes about in both when the prime 
of life has passed away Similarly meat animals appreciate 
while growing, the principal difference being the maintenance 
input that animals and cattle require One point more, and 
that is that productivity, not made use of js lost and probably 
lost for ever, it could not be compensated for by increased pro 
ductivity at a later stage m the life span 

Equipment and Machinery In this paragraph, we discuss 
investments made in equipment and machinery The main 
function of equipment is to assist in the production process , 
in this sense, its productivity is only of an indirect nature It 
could be measured by the method of margins, that is } by incre- 
ments to net production Equipment enables labour to exploit 
land in a better manner than without its assistance Also, 
equipment may ease rush time, as for example, in the 
harvesting season with the aid of harvestors Thirdlv, equip 
ment may assist in the protection of plant and animal life as by 
the use of spraying machines Fourthly, equipment may 
also make possible the growth and development of superior 
varieties of farm produce, as by sterilising equipment on the 
dairy farming business And lastly, the use of equipment and 
machinery may also lessen boredom and fatigue and thus effec- 
tively contribute to productivity and efficiency of the labour 
force In the light of these facts, the use of farm equipment 
is extending that is why it is becoming more and more impor' 
tant form of investment That means that we must take into 
consideration its cost, maintenance and renewal As regards 
initial cost, the farmer has to assess whether he could or not, 
afford the equipment And then has to be taken into conside 
Trrai&nmrf ?»TrA \Vi% xskAs «£ 

equipment too The cost of repairs and the rate of the wear 
and tear has also to be counted on farms employing a large 
amount of equipment And lastly, renewals have to be pre- 
calculated by the farmer, if he has to invest in specific forms 
of equipment We must also appreciate the fact that farming 
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•operations are of a seasonal nature, and the installation of 
•expensive machinery and costly equipment has to be justified by 
the nature of the operations. In the case of harvesting machi- 
nery, which could only be used for a limited period in each 
year, the cost has to be weighed as against the contribution 
that the equipment may make to farming productivity. The 
farmer has to guard against the danger of over -.apitalisation in 
equipment he proposes on the farm ; the farmer has to see that 
he invests in only those forms of equipment that have a chance 
of being used to the optimum. These investments have to be 
compared with those that may as well be made in labour that 
the farmer could have employed. 

Miscellaneous Types. There are other types of investment 
which are made in the field of agriculture, and which, though 
not so important as those that we have discussed, are still 
relevant to this analysis. The farmer may invest in feed that 
he stacks for the season, in the hope that it will suffice. And he 
may also stock crops in the hope of selling and disposing them 
at better rates and prices, this would also be considered as an 
Investment, though only from the strictly theoretical point of 
■view. In this sense, the standing crops may also represent 
equipment, interpreted in the broadest sense of the term. They 
are definitely investments, which the farmer makes in the course 
of agricultural works. There may also be other types, such as 
money invested in agricultural bonds offered by the state, or bv 
banks. These are also forms of agricultural investments, 
though, in this case not by the farmer himself, but by non-rurnl 
and non-agricultural interests. Similarly, investments made in 
the co-operative credit societies or in other co-operatives also 
represent other forms, for they are for purposes of agricultural 
improvements. Their field of operation is very vast indeed, 
and we may regard these other types of investments as being 
indirect, to be discussed elsewhere. 

Efficiency & Productivity . In an earlier chapter, we had 
occasion to distinguish between the twin concepts, efficiency and 
productivity. But here again, we shall make a distinction 
between the two from the point of view of capital investments. 
It is the efficiency of capital goods and their productivity that 
•we shall take into consideration now. Equipment and capital 
of all kinds vary in capacity and efficiency. In this sense, we 
might take the example of feed and labour requirements there- 
for or their capacity: similarly there is a wide variation in 
their product per unit of output, that is their efficiency. In this 
•case, we need to distinguish as between the digestive efficiency; 
and economic efficiency; the former refers to the feeding capacity 
of the work-stock while the latter to the “efficiency” of cattle. 
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Similarly, there is a wide variation in the efficiency and capa- 
city of different mechanical appliances, in use on the farm 
These differences arise because of the fact that the suitability 
of different machines varies with regard to different conditions 
of farming and agriculture One appliance may be more 
useful on a certain farm and may have optimum productivity 
for one specific type of production, while another machine 
quite inefficient and unproductive and, therefore, costly We 
shall, in this section, delineate the picture of farm life and the 
productivity thereupon from the point of view of efficiency 
and productivity of the various forms of capital We shall also 
discuss the various determinants of efficiency and, therefore, of 
productivity, for as we learnt m an earlier chapter, efficiency 
is one of the major determinants of the productivity The 
range of efficiency would also receive our attention, for this is; 
important from the standpoint of farm productivity and the 
fullest exploitation of capital The section would be concluded 
with a discussion of various factors responsible for the pro- 
ductivity of capital and equipment 

Productivity of Capital Capacity and efficiency of capital 
goods, employed influence its productivity Right type of capital, 
equipment and stock, if used for the suitable type of production 
would definitely vield the best results The main function of 
capital is to assist in production and to improve the produc- 
tivity of labour and the land in use Hence from this point of 
view, the productivity of capital is of supreme importance It 
could be measured by net addition that capital makes to total 
productivity Thus this has reference to labour used m con* 
junction with capital employed, that is capital per capita 
Greater productivity has resulted from improvements in machi 
nery and stock The farmer would secure higher profits if 
productivity is at the maximum and he would purchase that 
stock and that machinery which has greater capacity and 
efficiency Similarly, the trend m the employment of the 
mechanical appliances has been towards the selection of that 
which has greater capacity and efficiency in point of the wo$k 
that he seeks to perform Certain forms of machinery, that 
could very considerably increase product per man are easily out 
of his reach for mostly he is of the small scale type and his 
means limited And then the size of the machines is also not 
reducible in most cases, without a decrease in their producti- 
vity To fit in its sizes with that of the farm or agricultural 
enterprise is mother headache for him and in the event they 
fit in with one the productivity of the capital goods would 
be maximum or optimum 

Determinants of Efficiency What are the determinants of 
efficiency, as far as capital is concerned, is a question that 
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faces every entrepreneur-farmer. Suitability is the first deter- 
minant and easily the most important. If the capital goods- 
are of the right size and the right type, suitable to the enter- 
prise in hand, then efficiency is the maximum. And the second 
determinant is continuous employment of capital goods, for if the 
capital goods are employed without a break but continuously, 
then their efficiency may be maximised. In the event of their 
employment by fits and starts, they would lose in their efficiency, 
as in the case of farm buildings (a durable form of the capital 
goods) the depreciation sets in even when the farm buildings 
are not in use. Same is the case with the various types of 
equipment and machinery, for their maintenance and repair 
costs would remain nearly the same, even if not in use. 
Happily, such forms of machinery have innovated as could be 
used for a variety of purposes, we have learnt about this aspect 
in an earlier chapter, on “Modern Farming”. Another deter- 
minant of efficiency is the form of the capital investment that 
is made. If the form of the investment is in accord with the 
nature of the enterprise the efficiency is maximised, otherwise 
not. Another determinant of the efficiency of the capital goods 
would be their capacity to reduce recurring costs, for to the 
extent these arc reduced by the introduction of capital goods, 
to that extent they become efficient; this may be taken as the 
indirect determinant of their efficiency. To what extent the 
capital goods are able to contribute to the productivity on the 
farm also is a measure of their efficiency and productivity. 
And in the last instance, another indirect determinant is the 
rate of depreciation. 

Range of Efficiency. Another point is the range of efficiency 
of capital goods. It has already been pointed out that the 
capital goods (all their varieties) differ very widely in their 
range of efficiency. From the standpoint of evolution of 
machinery, the range of the efficiency has varied considerably, 
for the earlier machines were of low efficiency; the primitive 
implements of production were of a very low range of efficiency, 
while the modern implements of agriculture have a high range 
of efficiency. With the employment of the modern machine 
the farmer has been able to effect a great saving in the labour 
tised and the time employed on particular jobs; thus the range 
of efficiency has considerably increased with the employment 
of modern machinery. In the case of machinery, the supply 
could be -increased indefinitely, as far as theory is concerned. 
But in the case of the stock, it is not possible to do so, for the- 
number of cattle have to be limited by the amount of land on 
which to breed and raise them. In the matter of stock, in parti- 
cular, the range of efficiency is very wide, simply because th<^ 
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better breeds are able to put in greater work and thus their 
■capacity to work is rather high and the range of efficiency 
consequently very high The potential range of the stock 
could also be raised by means of undertaking better breeding 
and maintenance, feed and care that is bestowed on them In 
the matter of equipment, too, the range of efficiency depends 
hoth on the type of the equipment used, and the skill of farm 
hand who operates the machines Thus their range also 
differs, in the first place, as far as the types of machines are 
concerned, and in the second instance, on the use that is made 
of them Not only this but the range of efficiency is also vari 
able in the case of the requisites and materials of farming, for 
with the development of science and technique, better seeds 
■may be available and the ordinary ones made to raise better 
crops by means of better manuring and fertilisation In the 
case of farm buildings, too, the range is rather wide, depending 
on the use made of these buildings and their character 

Efficiency ami Productutty Concluding ihis section, we 
•observe that efficiency and productivity of the capital goods is 
not uniform That is so because of the wide and differing ranges 
•of the efficiency of capital goods, and it is on this that their 
productivity depends Thus the first point is that capital goods 
are widely variable in their productivity Could we at all raise 
the productivity of capital goods? This is rather difficult to 
answer m the short space at our disposal Still, tt may be 
pointed out that productivity could be ra sed by improving 
capacity and efficiency of equipment and slock It is possible 
in land economics that the equipment is capable of increasing 
both m quantity and quality, rather than to increase land It 
is m the matter of new increments of land and capital that both 
differ for the supply of the one is rather elastic and the supply 
of the other iland) inelastic And the efficiency and the pro- 
ductivity of the capital is what compensates for deficiencies in 
regard to the further non-availability of land Thus the irresis- 
tible conclusion seems to be that efficiency and productivity of 
capital goods is possible of increase, because of improving 
technique, etc 

Economics of Farm Machinery In this section we analyse 
the economic aspects of the employment of machinery 
Thought in this direction has progressed and as pointed in the 
last chapter, the initial fascination for the usage of machinery 
seems to be on the wane Tins analysis, though generally 
.applicable to the other capital goods, is to be confined to the 
various aspects of machinery, for the reason that “machinery’ 
is altogether different from these goods and has to be given a 
place of some distinctive importance In this connection, we 
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may mention that the inputs in machine operations could be 
classed under two headings: those connected with the machine- 
itself, like depreciation, fuel, etc., and those connected with 
work, like labour and power. Some part of the depreciation is 
more or less fixed in view of the fact that even if machine were 
to remain idle, this would go on. • But depreciation is by far 
the largest part of the cost. Renewals, repairs, and replace- 
ments come next in the costs of maintenance. The total 
costs of these is spread over the whole life span of the 
machine, the fixed part of depreciation, which 
accrues whether the machine is in use or not, is known 
as obsolescence. The other part may be termed maintenance. Wise 
and calculating farmers cover the risks by insurance. And they 
may also set apart a certain sum every year to cover the replace- 
ment, renewals, and repairs so that these are spread. 

Types of Machinery. Various are the types of machines. 
And the farm manager or entrepreneur may employ any that 
suits him. He may either have general purpose or special- 
purpose machinery, or a high-quality high-priced machine, or a 
moderate-priced machine, or a cheap machine; or a new or a 
secondhand machine. Any one of the above choices could be 
made consistent with his means and needs. Not only is cost 
to be taken into consideration, but also the qualitative aspect 
of their output. And working conditions and suitability of 
machine thereof have also to be reckoned. First is the relation 
between price and the quality. For an average farmer, selection 
would range round a moderate price. He may also apply the 
principle of combining capacity, efficiency and productivity of a 
particular machine in order to buy the best. In regard to 
machines already in vogue, the farmer has a rough idea 
of their efficiency, productivity aud suitability. Second 
consideration is that of having a new machine to replace the 
old one. This decision involves calculation of quality and out- 
put, for the farmer would take the new machinery into consi- 
deration only when he has been able to afford its cost. The 
third consideration is that of lowering the costs of farming; 
such machine may be installed as could lower farming costs and 
also raise his competitive power. Next determinant is employ- 
ment, for if the machine is idle most of the time, that machine 
would prove rather costly. And lastly, is the most important 
consideration of the nature of farm work, for that type of 
machine would be employed (and purchased) as fits in with the 
farm work, its character and nature. In this is included the 
size of the farm, for the employment of machinery on the small 
farm often proves uneconomical. 

Size of Farm Machinery. Close attention has to be paid to 
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the size of the farm machine, for it is the size that also matters 
in productivity and efficiency of machines In case the machine 
is too large for work, it may mean that extra large costs of 
maintaining and working them would be required Not this 
only, but the machine would be idle for most of the time It 
may also require extra large power consumption to work it In 
short, such a large unit may prove to be expensive If, on the other 
hand, the size is quite small, the total work required to be 
completed within the scheduled time may not be finished and 
the labour force might have to remain idle for some time, this, 
too, is bad from the point of view of farm economics The 
machine may have to be over-worked with the result that the 
depreciation, repairs, and maintenance costs become rather 
excessive Again, it is not economical to use this small 
machine Farmers have to use extra-vigilant judgment in select- 
ing the right type of the size of the machine they want to 
employ From the theoretical standpoint, the farmer has to 
equate all the various costs and find out which is the best size 
of the machine for his particular farm It is not the total costs 
but the marginal ones, as in all economic calculations The 
extra costs incurred on machine might be worth while, if the 
time saved is put to better advantage, or if the labour 
shortage is being felt and could not be combated otherwise, or 
if the farm family wanted to be a little easier and more comfort- 
able in their work and routine But the fact remains that the 
size of the mechanical appliance must suit the work on the 
farm, both in quality and quantity 

Maintenance & Ownership A longer life for a machine is 
possible by servicing, renewing and repairing it And a shorter 
life would result from neglect, in regard to its repairs and 
renewals Regular care, frequent inspections and routine servic- 
ing of the machines ensure longer life for them, while slip-slop 
-care of the same would shorten the term of their service The 
goal and objective in the upkeep and servicing of machines is to 
spend the amount on the particular machine as would give the 
highest utility at the least cost, and also keep it in good working 
order This means that the renewals must be made much m 
advance of breakages and that more frequent inspections are 
required to ensure that the machine is in good working order 
Overhauling and servicing should be done perferably in the slack 
season, lor then their cost would he low Another important 
point to be noticed, is that the machine must be protected 
against weather by giving it a shed, which may be only an im- 
provised one, but sturdy enough to serve the purpose very 
efficiently. Hiring a shed may also solve the problem, and it 
^11 depends on the means of the farmer Regarding the ownership 
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•of machinery, it may be pointed out that the this may also be 
joint, group and or co-operative. Same about the distribution of 
the working time, during which they may be worked. The latest 
trend in this respect is to own the machinery jointly or co- 
operatively. Formal agreements (in this respect) have to be 
executed, beforehand. But it may be pointed out that joint or 
co-operative ownership could only be possible when agricultural 
tasks permit for if the machine is required for the same agricul- 
tural tasks by every farmer, the co-operative ownership is 
rather a difficult job. . 

Mechanisation , its Limits and Extent. The question 
that confronts the farmer is whether or not to mechanise. 
Should the farmer shift to machine operations or not ? This is 
an important issue. It is possible to answer the question 
■on the basis of some data which a farmer may complete 
for himself. It consists in preparing a comparative operating 
•statement, the budget. It is by means of this budget that he 
•could find out if the employment of machinery is advisable or 
not. The balance between the receipts and expenses and how 
the same is influenced by the usage of machinery will be the 
•decisive factor in this respect. The farm family would be able 
to judge if they are in a position to make correct estimate as to 
the actual saving in point of labour and the gain in producti- 
vity arising out of the employment of machines. There is also 
saving in respect of power and labour, and the farmer has to 
-calculate all this. In this, state agencies could be of help. Re- 
garding the extent to which the farmer may use machines, he 
would have, first of all to assess the application of machinery to 
farming chores, and the possibilities thereof. And in the second 
instance, he would have to consider how many of the farming 
tasks (as far as his particular farm is concerned) admit of 
mechanisation. This means that mechanisation has, in essen- 
tials, to be selective, for surely, all jobs could hardly be mecha* 
nised. And the farmer has to weigh the advantages of employing 
machinery in a certain set of work as against the disadvantage 
of not doing that. Also he should extend mechnisation, ibut 
consistent with the scale of enterprise; in large-scale farm ng 
machanisation is often of advantage, while in the small scale it 
Is hardly economical. As pointed out elsewhere, limits to 
mechanisation are imposed by the nature of the enterprise, as in 
the case of processing work, machines have limitless potential;, 
ties; while in other jobs as tending cattle, machines have very 
limited scope and few potentialities. 

. The Dynamic Aspects. Having appreciated the economi- 
implications of- the application of farm machinery, it is proper 
that we study the problem of .farm equipment in its dynamic 
perspective. In fact, it is the dynamic aspect that is the most 
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important Recently, the advances m farm equipment and 
mechinery have been quite rapid while the standardisation of 
agricultural capital has also proceeded a pice Though we are 
not concerned at this stage w ith the implications of agricultural 
paper, still the point that needs to be re emphasised is that 
popular awakening in this regard has even outpaced other 
achievements in other fields of agricultural technique Time 
was when the system of agriculture was labour'intensive, with 
the result that farming technique was at a comparatively lower 
ebb, but now things have changed with the result that tillage 
has become capital intensive, with a greater and increasing em* 
phasis on the application of technique, equipment and machines 
And, daily, more and more emphasis is being placed on the 
equipment aspect of agriculture, and this is happening m the 
backward economies too This is significant But we have 
to notice the trends in regard to the impact of progress on tech* 
nique, the application of modernised equipment to the sphere of 
land and cultivation thereof, the increase of productivity by 
mechanisation and lastly, the prespectives 

Technique & Progress We underline the impact of progress 
on agricultural technique The growth of better and more pro* 
ductive technique has been phenomenal indeed And this has 
been significant for the agriculturist who wants to adopt better 
machines and good equipment for this work The first aspect 
of progress is that the labour intensive type of agriculture with 
its only low incomes, is yielding to the capital intensive one In 
the second instance, the application of machinery in the sphere 
of livestock is also coming into vogue, especially with the in' 
crease of scientific and biological knowledge that is being in- 
creasingly made available to the farmer And thirdly, the trend 
is towards the substitution of machinery for cattle who are 
being released for better type of work and for meat and milk 
production There is greater continuity of tasks in machine 
work and now complete tasks can be performed by machine* 
This is in evidence in the field of processing, (subsidiary to the 
main agricultural jobs) where a complete job is undertaken by 
the machines And then another improvement may be noticed 
and that is the standardisation of the machine parts with the 
result that renewals and replacements are now easier, and 
also the costs thereof, much reduced And various sixes of 
machines and equipment are available to suit all scales of pro 
duction with the inevitable consequence that the progress of 
mechanisation has been speeded up mechanisation and 
modernisation has enveloped even the smaller farms And 
then all purpose machines have also been perfected with the 
baneficial consequence that the farmer may now purchase only 
one machine instead of a number of them, as he did formerly 
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liave to. It is in this manifold manner that technique has been 
-affected by advances that have been made in the sphere of 
.progressive machines. 

Land and Equipment. Taking the case of land, in particular, 
as representative of all other types of agricultural enterprises, 
we find that the advance of modern equipment has been rather 
rapid, and hardly is there a field of tillage that has not mecha- 
nisation applied to it with profit. The saving in point of man- 
hours is considerable, as combating labour-shortage. Mechani- 
cal harvesting, sowing and cultivation have all been brought 
within the realm of usual practice in land tillage. For instance, 
•most farmers in the West are able to organise their tillage ope- 
Tations and dispense with cattle. This increases productivity 
and lowers costs. Then tractors are being so constructed as to 
•suit the smaller farms, and the pockets of the poorer peasants ; 
-such tractors are available as could suit the family and even 
the part-time farms. This means that tillage operations could 
foe more popularly mechanised. Also tillage equipment is being 
supplied in sizes and types so as to suit other subsidiary opera- 
tions; this means that equipment and machine costs are being 
reduced considerably. Such machines are available as could 
shift from one task to another especially in the tillage work. And 
machines have also been produced which could undertake all 
jobs, big and small, too; the adaptable machines would suit the 
farmers who may wish to expand their farming enterprises. 
New developments in technology have been responsible for 
stimulating these mechanical innovations. 

Productivity and Mechanisation. The next point that deser- 
ves to be noticed is the relationship between productivity and 
mechanisation, as in agricultural operations. Bearing in mind 
the examples that have been given in the above para- 
graph, we find that productivity on land has increased as s 
•result of increasing mechanisation. In the other spherea 
of agricultural work, too, the increase of productivity 
has been registered. For instance, in the field of dairy -farming, 
the popularisation of the warm milking parlour has been due to 
to the increase in milk yield, while the use of milking machine 
Is responsible for the production of better quality of milk and an 
increased quantity, sometimes. Bulldozers, brush-cutters, and 
■other such machinery is also being employed, increasingly to 
■clear the land for tillage and cultivation, and with good results. 

. This type of equipment and machinery is also used for the pur- 
f poses of removing pebbles, and stumps from land, with the 

j, result that labour is considerably saved and the time-lag in 

j initiating production overcome. Obviously, this results in in- 

| creased productivity per acre. Gullis and drains could also.be 
j 9Q 
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filled in by means of machinery. specifically available for the 
ourpose More examples could be given of labour saving devices, 
which ultimately result in the increase of farm production. 
Directly, too, the increase of productivity could be evidenced 
bv the application of machinery In the processing industries, 
the application of machinery leads to greater productivity, 
for instance, in jam-manufacture or in the canning and the tin 
ning industries, the application and employment of machinery 
results in quieter work, thus increasing productivity It is 

evident, therefore, that the application oi machinery increases 

farm production, whether in tlie sphere of tillage, processing, 
or any other work 


Wem Hansons Talking prospectively, we discover that 
the increasing application of machinery (if it does not displace 
the increasi g pp other 51ml [ ar problem) results 

in heightened agricultural prosperity and also increased pro- 
ductivitv In the field of livestock farming, for example, the 
ductivity increasing application of machinery, is that 

of rnuUmlyr ng^the Superior 'quality animals and cattle, and of 

Oi nmitip y g £ r b d an d this evidently, means the lm- 

nr^ementVfboth quality and quantity of agricultural (livestock) 
orodtice New designs machinery serve to replace the older types 
P r0 ? ''„ i,,,,l„ f arm production, these new designs give 

better B tesul" and a°e economical, both in the sense of being 
more productive, and less costly in initial installation and main 
mnance It woild not be incorrect to count upon the ach.eve- 
tenance * ‘ , n t h e field of agriculture, with the antici- 

m 't n,S that the disparity ol income and earnings as beta een 

mduslrv and Agriculture, to which wc made detailed reference 

In , V . a i, n likely to disappear, as far as the 

for'esteAblr future goes We may conclude, in the light of these 
toreseeao 6 imnrovements in the mechanical sphere 

promise to be continuous, and (if this be conceded) the impact 
M these (continuous tmprovements) is to make farm equipment 
cofvil and increasingly productive And if the second 
”°£of.h atgumentIsco g rt y ecr. then the future does holdout 
the Apt tm, tic view of heightened agricultural prosperity as 
the optim produce to increase And this trend 

ZTJs t b ° sUongfy 1 indicated in spite of the fact that the 
ASv of land and other natural agents of production remain 
supply OI ian remembered that this argu- 

rela rs a y orf,cab?c ™ y .o advanced countries, for backward 
ment is applicable only ■ of machinery to the arts of agncul- 

countr.es the app icat, on d s ,, ght T h,s means 

IS P At ProrpIc.. y v=nes y s of the agr.eul.ural system 
t 'hc advanced countries, appears to be bright in the 
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1 ight of the contentions advanced above. But that need 
not be so, for the process of agricultural reconstruction- 
and improvement need not be halting one in the backward- 
countries, in view of the growing consciousness about agricul* 
tural policies in those regions. Verily, then, the application 
of newer mechanical and scientific devices to agricultural 
production in these countries need not always be condemned tn 
the old and antiquated structure and be of quite an unremnne* 
rative character either. And then their cultivation systems 
may not have to wait till they get qualified for the increased 
application of the new mechanised technique. Technique and- 
mechanisation have advanced to such heights and perfec- 
tion that the mechanised implements are now available for the 
smaller and smaller- units, which characterise agricultural 
systems in backward economies. 


Summary. In summary, we could assert that the subject 
matter covered in this short chapter is of great significance from 
the theoretical point of view. It may be pointed out that a 
definite point of view has been presented in this chapter which 
deals with capital, equipment and- mechanisation. Starting,, 
with distinctions and definitions of several concepts in use, 
we found that land, capital and equipment, though conveying 
different meanings, were yet interlinked in substance from 
the agricultural angle. We also distinguished between . the 
terms money, capital and investment, and learnt that there \v* / 
more concreteness as we passed from one term to another. In 
the next section, we classified agricultural capital info fixed and 
circulating types and equipment into moveable and immoveable . , 
It was also found out that agricultural capital could be classed 
into capital, equipment, stock, and requisites ; and though 
machinery could not be strictly included in this classification 
we had reasons to point out that' it should be treated- as a . 
separate category, too. Farm buildings were also to be- 
regarded as distinctive investment. In the next section, we 
discussed farm investment *, and in this- context, had occasion' 
to make references to sunk capital, cattle, buildings, equipment - . 
and machinery, and also assessed the part each played -in ; 
agricultural investments. In this connection, we also appreci-. 

. ated the role assigned to the miscellaneous types-of investment,, 
such as agricultural paper and bondsl The next, section - , 
addressed itself to the problem of efficiency and productivity . , 
of capital' and we understood how the one depended .on- .the : , 
other; we had to recapitulate what was sajdio;an earlier 
chapter on the inter-relation between capacity, efficiency and' : 
productivity. What are the functions of agricultural equip- . 
ment? This question was answered in the very first instance, for 
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without a clear understanding of the same, the problem could 
be hardly visualised m its proper perspective The product- 
ivity of capital, its significance and determinants was the next 
to be talked by us Another subject of relatively great import- 
ance but often lost sight of is the range of efficiency to which 
we devoted some space and discovered that the range of 
productivity as a ‘factor of production’ was of no mean 
importance in the sphere of tillage as also in other agricultural 
enterprises Certain conclusions were drawn m the light of 
the premises advanced about the productivity and efficiency 
of capital employed in agriculture The next section 
dealt with the economic aspects and implications of farm 
machinery, the various types of the same, and the sizes of 
machinery, its maintenance and ownership, and finally the 
limits and extent of mechanisation of agricultural enterprises 
It may be repeated that the treatment in this chapter was not 
a little different from that in the last chapter, where the focus 
was on labour and the things adjudged from that standpoint The 
dynamic aspects of the same were explored in the next section, 
which we devoted to various subjects like the impact of 
progress on agricultural technique, the application of modernis- 
ed equipment to land cultivation and the improvement of 
productivity as a result of mechanisation Wc had some 
perspective m respect of equipment and the application of 
machinery to the same In this last paragraph we assessed 
the role of mechanisation on the system of agriculture as 
it be 

Conclusions In conclusion we might say that the subject 
discussed in this chapter has been of a controversial nature, 
and we have tried to present an analytical aspect of the 
same It may be difficult in the light of the differing 
viewpoints given, to draw definite conclusions Still some 
points and conclusions are pronounced In the first instance, 
we established that the role of capital and equipment is of 
an increasing importance in the sphere of agricultural opera- 
tions and tillage Although it is difficult to mechanise in the 
agricultural sector, still the progress of technique has been 
enviably rapid. Secondly, we discovered that investments in 
the field of agriculture have been of a paramount importance, 
with the result that the modern farming is fast becoming 
capital intensive , it is only in the older countries (embryonic 
and backward economies) that the labour-intensive character of 
the agricultural operation is being retained These investments 
are of varied sorts and cover a large field, e g , buildings, cattle, 
-equipment and machinery In miscellaneous investments, 
including agricultural paper and bonds, issued by the co 
operative and state organisation, agriculture does stand to gam 
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a lot, but this is not the place to underline the importance and 
the role of the same. Thirdly, we also argued that the product- 
ivity and the efficiency of capital is of supreme significance to 
agricultural enterprises, which are getting capital-intensive 
now. In the fourth place, we appreciated that the range of 
efficiency and productivity is fairly large and this is capable 
of increase, too ; this is a fact which needs to be borne in mind 
when investing and applying capital to the sector of agricul- 
ture, for it means that with greater suitability of capital to 
investment, we could bring about greater efficiency and 
increased productivity of capital goods. Fifthly, we found that 
the extent of mechanisation is now, in the present state of 
advanced and progressive technique, very very vast indeed. 
This does not mean that the application of modern machinery 
is unlimited as in agriculture and tillage, but this definitely 
means that the application of the same is now getting more 
and more extended. It is more due to the standardisation 
of mechanised appliances and to the changed character of the 
agricultural system-, though this transition in agriculture has 
been fairly marked, especially in recent years. Sixthly we 
appreciated the dynamic and the perspective view of the extent 
and limits of mechanisation of agriculture. The dynamic 
aspects were viewed in the light of economic progress ; the 
impact of the same on the sphere of mechanisation via technique 
was found to be of intimate relevance to productivity in agri- 
culture. We concluded that the dynamism of mechanised 
agriculture resulted in the increase of production in agricul- 
tural enterprises. Seventhly, and lastly, we understood that 
from the perspective of mechanical appliances as in 
the sphere of agriculture was not limited ; the prospects of 
mechanical application were viewed with optimism. Mechani- 
sation is spreading and also pervading agricultural systems 
of embryonic economies and the backward national systems. 
The conclusion, that we reached in this respect, is that the 
application of capital to the agricultural systems is both benefi- 
cial and of advantage to the ruralites, if applied with increased 
caution. 

Capital, Equipment and Machines. We round off this chapter 
with an assessment of the respective roles that these, various 
forms of capital play in the realm of agriculture and its subsi- 
diary enterprises. We have reasons to believe that out of all 
these the place that machinery occupies is of increasing signi- 
ficance. This is truer of the modernised economies of the west 
than elsewhere, where the agricultural economies are still 
in the embryonic stage of evolution and are torn by the evils 
of fragmentation and subdivision of holdings and are very 
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uneconomic Still, the point of view of agricultural experts 
appears to be that capital has still to be assigned its role in the 
system of agriculture Though the subject would appear to 
be out of place if discussed here, we must concede that the 
popularisation of agricultural paper (parallel to the commercial 
ana industrial investments) would greatly add and facilitate 
the progress of agriculture, and greatly stimulate its producti 
vity, too But this is a subject that we shall propose to discuss 
m the chapter, captioned, 4 Agricultural Finance” Suffice 
it here to maintain that the possibilities oT agricultural paper 
are not yet fully explored, even in the ’mature" economies, 
not to speak of the embryonic and backward ones In the matter 
of mechanisation the fullest advantages would be reaped onlv 
when co operative form of organisation m the ownership of 
machinery is coupled with a co-operative organisation in the 
system of farming and tillage That would not only reduce 
the costs of mechanisation, the maintenance and servicing of 
the same, but also derive the maximum advantages from farm 
machines Though not explicit, yet this point has been hinted 
to off and on In the matter of farm equipment, we may say 
that excepting highly specialised farms, it should be as ubiquit- 
ous and unspecialised as possible And it may be parenthetically 
said that the recent fashion in mechanical appliances is towards 
their capability to perform as many tasks as possible, that is, 
even highly specialised form of equipment is fast becoming 
non-specialised And bearing this in mind we propose to 
discuss, xn the next chapter, how best to combine the various 
factors and agents of production with a view to getting the 
best out of total investment made in the form of land, capital 
and labour 
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The subject matter of this chapter is of importance from 
the analytical viewpoint. The combination of factors of pro- 
duction is of relevance to the producer and the economist alike. 
In general production, usually, the factors of production are 
not so scarce as in Agriculture, which is characterised by the 
limitation, quantitatively and qualitatively, of land, its most 
Important productive factor. Agricultural production could 
not advance without the proper combining of the factors of 
production. In this respect, the farmer has two distinct func- 
tions: as an entrepreneur, chalking out the policy to be followed, 
and as an organiscr-cum-mana'ger on the farm. His aim is to 
secure the optimum combination of the productive agents. By 
‘optimum combination” is meant, the maximum (net) output 
for the minimum (net) input on his farm as a whole: the net 
investment is to yield the highest productive results. In the 
event' of the optimum combination being realised; the farmer- 
entrepreneur can reap the best rewards out of his productive 
efforts. In this chapter is discussed the problem from the 
.angle of achieving maximum production with the least cost. 
Starting with distinctions as between various concepts, the 
argument switches on to analyse factors responsible for pro- 
ductivity'. This is followed by a study of the Law of Variable 
Proportions, and an analysis of the factors responsible for, the 
•choice of the productive factors. Farming costs, in thfeir 
impact on the productive organisation also with their 'practical 
Implications are also scrutinised. In the light of thesfe prac- 
tical an(i theoretical considerations', are listed th'e riVaih ; con'clu- 
sions in the last section of this chapter. ’ 
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Capacity and Efficiency Before stating the laws governing: 
the combination of productive factors it should be pointed out 
that these factors vary m their capacity and efficiency, and 
therefore, in productivity, too It is because of these differ- 
ences that the productive combinations have to be different 
Still, the three factors of production are alike at least in one- 
economic characteristic in their differing economic pro 
ductivities Even the different units of the same productive- 
factor may have different productive capacities 

Capacity Efficiency and Production Different productive- 
factors differ in their capacity of work. Capacity refers to the 
input of productive factors, it does not refer to output Land, 
for instance, vanes greatly in its capacity to absorb units of 
labour and capital with which to produce optimum results 
Certain pieces of land may be able to absorb larger quantities, 
of labour and capital their capacity is high and they can 
produce larger output, their productivity is also high Simi- 
larly, variations also exist among labourers, with regard ta 
the amounts of land and capital they could operate Also, 
certain forms of capital may require more labour power to 
motivate it Not necessarily does high capacity result in high 
productivity, for the capacity of a factor is only its power to 
absorb or associate with other factors, and it need not be- 
mferred that it would be more productive than others of a 
lower capacity, as their efficiency may be high Efficiency is. 
the ratio between input and output it is measured in terms 
of the value of the product per unit of other factors, when 
combined m an optimum manner Two pieces of land may 
differ in their yields, when fed on identically the same fertili- 
sers and farmed m the same manner this means that one- 
piece of land is more fertile or more “efficient* than the 
other Similarly, a labourer ipay be able to produce more than 
another, with the same equipment and in the same circums- 
tances, proving thereby that he is more “efficient” than his 
counterpart It is easy to understand that the relation between 
capacity, efficiency and productivity is intimate productivity 
is the resultant of capacity and efficiency of a certain factor 
of production Capacity relates tomcat, efficiency to unit output 
and productivity to total output If the capacity of a certain 
productive factor is high, its efficiency being the same as of 
other factors, then productivity is high Similarly, if its 
efficiency be higher than that of another, even though its 
capacity he.the same, its productivity would be correspondingly 
higher Physical productivity is often measured in terms of 
physical quantum, when the factor is immobile, while it is 
measured in terms of price if it is mobile In the former case: 
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differences and locations are to be accounted for; hence this 
basis is suggested. 

Variations in Productivity. In this connection, attention 
need be invited to variations in productivity. It is possible 
that a man with high efficiency may have low productivity, 
while a man with high capacity, but because of his low effici- 
ency, has low productivity. Differences in efficiency and capa- 
city lead to the differences in productivity. These differences 
are reflected in differences of productivity. From the stand- 
point of good management and heightened productivity, it is 
proper that the higher grades and higher efficiency factors are 
combined with those of the higher capacity : thus maximisation 
of productivity is attained. This means that factors which 
possess high capacity should be combined with those of high 
efficiency. And variations in productivity arise out of variations 
in the capacity and the efficiency of the various agents of 
production. Common observation has it that the best farm 
land is owned by the best farmers. Variations in the efficiency 
of different pieces of land often arise out of differences in the 
amount of physical product per unit of labour and capital 
invested. Generally, efficient farmers till efficient lands. In 
fact, all operators differ in the productivity of their efforts. 
Differences in human capacity and efficiency account for 
variations in the productivity of agricultural enterprises, and 
hence cultivation. 

Grades and Efficiency. Consideration should be given to- 
gradation of land, labour and capital, as determining efficiency 
and productivity of the enterprise. This gradation accords to 
different purposes. Competition among farming types has 
allotted different grades to different operators and entrepre- 
neurs. Choice is made in terms of one’s ability and efficiency. 
A farmer of higher grade combining with other similar factors 
raises output, but not when he operates upon grades of lower 
quality. In the agricultural sphere, remarkable gradation in 
land, labour, and enterprise persists. If land be of low capaci- 
ty and efficiency, more of it is used in order that its producti- 
vity may attain the same level as other farms. Similarly right 
combination of efficiency grades affects total productivity, 
which is highly raised by a combination comprising the most 
efficient factors in the enterprise. Productive social economy, 
thus calls for a combination of the most efficient grades of 
productive factors. In this connection it may be noticed that 
efficiency is relatively fixed and not much alterable, while- 
capacity could be increased. Especially so in the case of land 
which could not be made more efficient, its efficiency, being: 
natural, but its capacity could be increased by means of . better 
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•fertilizers, etc And it is land that is the most important fac- 
tor of agricultural production In the case of labour, efficien 
cy as well as capacity can improve but capacity is more easily 
increased Capital and equipment have rather fixed efficiency 
and capacity, at least as far as specific goods are concerned 

I 

Productive Differences From the above it is clear that ! 
-productive differences arise out of differentials of capacity and 
-efficiency The most that could be done is that a grade of land 
should be so selected as corresponds to the degree of efficiency 
and capacity of the farmer , that equipment may be chosen 
-which equals in efficiency and capacity of the other two pro 
ductive factors Tl e farming system should take into account 
the productive differentials in the factors of production In 
land, for example, the character of soil is an important consi 
deration from the dual point of view of total produce and 
total cost Vast productive differentials are noticeable in 
•soils, these account for differences in productivity In short, 
farming types should accord to the physical and economic 
environments of land Productive differentials persist m land 
more than in any other factor of production And these are 
born out of various soil characteristics m point of its capacity 
and efficiency And then the proportion of time for which 
land can be worked is of equal importance in the selection of a 
farm and its productivity Productive period varies with 
rainfall, climate or labour conditions Another influence is 
location with respect to the market Sanitary conditions may 
-also be pertinent because good farmers may be unwilling to 
■till the land infested With msamtation for fear of imperilling 
the health of their workers and themselves 

Net Productive Returns Total productive return and net 
productive returns may now be distinguished , this distinction 
is relevant to the subject of apportioning and combining 
factors Total Productive Returns matter only visibly while 
from the analytical angle it is the net productive returns that 
should be taken into account. The former are the total gross 
returns on a farm, the total produce from a certain enterprise, 
or the total income The latter are calculated with reference 
to costs which are deducted from the total returns Obviously, 
the aim is to maximise farm productivity, but not merely totaf 
productivity Judicious combination of productive factors 
goes to maximise net -returns The farmer thus reckons his 
costs against produce He selects that productive combination 
-yrhicn brings , him the highest -net returns though he may 
usually he, lured by total (nominal) gross productive returns, 
should he be unwary 
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Productive Combinations. Attention may now be focussed 
on productive combinations as on agricultural enterprises. 
Apparently the preference is for a combination which is highly 
productive rather than unproductive or less productive. 
Possibly, a particular apportionment of productive factors may 
be more fruitful than another ; in this event, the maximisation 
of production (the net productive returns) would be more 
easily attainable. Advantageous it is to select more productive 
factors and bring about a more productive combination, 
discarding less productive factors and combinations. In the 
light of the above analysis, the formula appears to be to combine 
factors of equally high efficiency and capacity, for in a 
combination of unequal factors there is initially an equal 
application of productive resources to these factors, resulting 
in loss of production and its lowering. In this case, the 
utilisation of agricultural resources (scarce as they are) would 
be most unequal with the result that while some of these 
may be better utilised than others are, some of these are 
actually wasted. Similarly, more efficient factors of produc- 
tion should be combined with factors of equally good effici- 
ency •, this means that if the factors of disparate efficiency are 
combined, productive efforts are wasted away and rendered 
useless. From this may be inferred a formula : a productive 
-combination is one which combines factors of equal efficiency 
and capacity. Factors of equally high efficiency and capacity 
should, therefore, be combined with one another. This second 
consideration lays stress on the need for combining factors of 
equally high efficiency as well as capacity. Thus alone would be 
brought about maximisation of the productive returns. Were the 
factors of low capacity to be combined with those of high 
grade, productive efforts would go away wasted and misuti- 
lised, too. 

Choice of Factors. In this section are analysed the varied 
aspects of the choice of productive factors*, with regard to their 
specific-ness. The combination of specific factors calls for 
-different considerations. The availability or otherwise of the 
productive factors has to be taken into account, as being a 
major determinant of the costs of the respective factors and 
hence of their net returns. Another consideration points to 
the possibilities of substitution as between the factors, espe- 
cially in agriculture, where land is a scarce factor of produc- 
tion, but is most important. This fact plays a significant 
-part in the application of the law of Diminishing Returns*, 
-and efforts at countering it. Cost comparisons of the various 
'factors of production point to an optimum combination of 
these factors and have to be reckoned. ' 
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Specific and Non spectftc Factors Productive factors art 
either specific or non speciftc the for ner could only be used for 
a certain purpose and have a specialised form, while the latter 
are usable for all odd jobs Capital could be both, depending 
on its type Specialised capital equipment, e g the plough, 
could only be used for ploughing Non specific equipment is 
usually in liquid form, e g money, which could be invested in 
any form The use range of specific capital goods is, therefore* 
very narrow, hence their combinations, rather restricted, while 
that of the non specific goods wide, and their combinations- 
multiple This need not mean that they are capable of being 
combined with every conceivable factor of production, as 
that would depend on the capacity of the other factors to be 
associated with them Still the distinction revolves round the- 
use-range Another point of distinction is that the capacity of 
the specific factors is also rather fixed, as compared with the 
others, in that the latter could be converted into any type of 
an investment suiting production in hand Again, the effici 
ency of the specific factors is also rigid, for they could be 
efficient in select few lines of production, for which they are 
meant 

Indtvtstble and Divisible Factors Next classification relates 
to divisible and indivisible factors the former could be split 
and divided into parts, and adjusted to fit in «with the other 
factors, with no wastage They, therefore, suit combinations 
and make them optimum The latter could not be so treated, 
and have to be applied as such, with the result that the other 
factors have to be adjusted to them, if they are to be fully utilised 
In routine production, the divisible factors are more useful 
and handy than the others as they require less planning and 
bother and could be more easily utilised by even an ignorant 
peasant Farming being an industry with more indivisible 
factors, the peasant has to be cautious in combining and 
adjusting the other divisible units of production to these ones 
Most of the farming units are shrinking units, and also lndivisi* 
b]y united, hence the significance of this analysis 

Availability and Substitutabthty The availability of the 
factors of production is of importance from the cost point of 
view With some of the factors being non-available, the 
efficiency of tfie pTodwcYwc system s'ciStts not a little In the 
case of expanding production, especially, the availability of 
the factors is of paramount significance to the farmer-entre* 
preneur The law of Diminishing Returns, it may be repeated, 
operates mainly because of the relative scarcity of certain 
productive factors, this is akin to non availability at current 
prices Land, which is more or less static or rigid in ’ts 
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supply, is totally unavailable in increasing quantities, if 
production were to expand. The question of relative • non- 
availability is important as regards other factors of production, 
though they are reproducible, and therefore, their supply cap- 
able of expansion. But mounting scarcity raises the cost of 
•obtaining them (£. e. price) and the need for economy arises. 
The non-availability of land, for instance, influences the ’ 
apportionment of the factors in farming due to the need for 
•economising it : this is distinctively characteristic of agricul- 
ture as land is most indispensable for production. The relative 
scarcity of other factors also makes the law of Diminishing 
Heturns operative, but that trend could be overcome if factors 
were inter-substitutable; because acute shortage of one parti- 
cular factor would be eased. Non- substitution could be perfect 
•or complete, for if that were so, the question of using more 
than one factor would never arise, as only one factor could 
■continue to be exploited to the exclusion of all the others. As 
the facts of non-availability and scarcity become more pro^ 
nounced, the efforts of the entrepreneurs are increasingly 
•directed towards exploring the possibilities of substituting 
that particular factor by other factors, so that production does 
not suffer. To what extent the factors of production are substi- 
tutable for one another, determines the possibility of setting at 
nought the law of Diminishing Returns, especially in agricul- 
ture. 

Cost Comparisons. Attention needs to be diverted to the 
■question of costs. In arriving at a combination, the farmer 
tries to choose the lowest one cost. Comparing the alterna- 
tives, the farmer-entrepreneur aims at minimising the costs of 
production. The constituents of production costs would be 
studied in detail in a separate chapter below, suffice it to point 
out here that he would try to cut down his costs. This is not 
an easy task either, for he may not have many alternatives 
from which to choose. Also the cost comparisons may be 
■difficult for the peasant to make in an accurate fashion. In 
fact, there may already be a fixed and rigid combination of 
productive factors, which may render any such comparison 
useless and unwarranted. And in a dynamic economy, cost 
comparisons may be unreal and hypothetical. But the main 
difficulty arises, when incorrect forecasts in respect of the 
productivity of various combinations are made, or at least 
wrong expectations framed. Individual needs of different farms 
differ, with the result that the experience gained at one farm 
may not be indicative of the policy to be followed at another in 
view of the peculiar problems there, and especially because of 
the complexity of farming costs. Cost comparisons, though 
helpful in deciding upon the combination to be adopted, seldom 
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attain precision in view of difficulties as above Still it may 
roughly be possible to make them at least at one single- 
farm as the tiller knows by experience on the same farm 
to what extent a certain combination is more or less productive 
(or costly) than another one And xn the light of these calcula- 
tions, would he adopt that one which is the best from cost- 
production view point 

The Optimum Combination Cost is not the only important 
consideration in selecting the factors the combination should 
be optimum An optimum combination is one which could secure 
the fullest exploitation of the factors of production as also con- 
tribute the most to the productive act It may be rather difficult 
to decide upon (the best and) the optimum This optimum com 
bination still one could roughlv point out as the goal of the 
optimum differs from one farm to another, it vanes with the 
capacity of the farmers as also with their efficiency In the case 
of more capable farmers, an optimum combination is constitut 
cd of the largest total of high quality productive factors while 
With lower grade farmers it would swing to low quality factors 
Not this alone The size of the producing unit also influences 
a farmer in adopting a particular combination in preference to 
another This rule is not universal, for size need not be the 
only determinant of the optimum a large size may not be 
associated with better type of factors Stress may be laid on 
the argument that an optimum combination results in maximis- 
ing production, nearly in all circumstances Inevitably this 
is tantamount to combining factors in such a fashion that those 
of equal grades associate together This is how in practice an 
optmum combination may be attained The choice of produc- 
tive factors in an optimum combination also depends on a 
correct selection of grades of productivity of same equivalence 
being secured Attention need be drawn to the mtcr-substitut- 
ability of these productive factors especially when the question 
of economy faces us A correct selection may favour non- 
specific factors which are less costly but have a wider use range 
Secondly, a least cost combination may also be preferred to 
another one for very obvious reasons 

Types of Factors To sum up ultimate choice depends 
on what types of factors are usable and available to the 
farmer These may be specific or non specific reproducible or 
irreproducible and abundant or scarce factors These distirc 
tions have to be borne in mind when making a choiceof factors for 
the optimum depends on the correctness of this choice This 
is the first stage in the combination of factors for if a certain 
combination does not suit an entei prise the results may be 
disastrous, hence the argument The point is that the specific 
factors are usually less suitable for agricultural enterprises 
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Divisibility adds to economy and adaptability, while it also 
makes for flexibility in the unit of production. Scarcity rather 
than abundance characterises agricultural factors, hence the 
need for economy. And lastly, the irreproducible factor,, 
namely, land plays a very predominant role in agricultural 
enterprises; this raises the above noted complications. In short 
the combination of factors, to be optimum, must be one which 
is comprised of the right type of constituents correctly. 

The Law of Variable Proportions. This section discusses- 
a law which provides the basis for all combinations and appor* 
tionings of productive factors, in all industry especially agri- 
culture. In the production of an agricultural commodity, 
combinations need not be in definite or rigid proportions. On 
the other hand, factors are always combined in variable propor- 
tions as determined by labour and capital which could be most 
efficiently associated with land. At a given time and for a 
given price, the factors of production could be combined in a 
certain proportion 1 , most advantageously and most productively 
and this combination will have to be altered with another set 
of prices and in different circumstances. Hence proportion 
of factors of production varie? from one period to another and 
from one price to another.' This law elaborates the fact of 
varible proportions as applied in thp agricultural sector. The 
proportion of factors also differs with' different farm types, 
for reasons, biological, locational, ' and physical. The law, 
therefore, deals with aspects .of, optimum, combination . The inten- 
sity of agricultural cultivafion,' as admitting, of- an optimum- t 
combination is discussed simply, to eluci^ate-certain points. A 
detailed reference is made below, to the gjest net return per 
unit of input in agriculture, and finally an account is given of 
the substitution effect in production, 

- -) i 

The Lazos of Returns. . Reference should now be made to 
the laws of returns in their, bearing on the. subject. There are 
three laws o.f, returns ; of .increasing- returns, of constant re- 
turns and of diminishing returns (the one discussed earlier in 
this chapter). Their operationffs brdught about as increasing 
amounts of labour and equipment are associated with a certain 
amount o,f land, which, in all agricultural operations, remains 
a comparatively fixed factor, of production. If. a larger amount 1 
of produce is obtained, the law of increasing returns is said 
to operate. If the ampunt produced remains proportionately 
constant, the law of constant returns operates. And the law* 
of diminishing returns has already been studied. In other* 
words, the law of increasing returns operates, when man is-* 
able to control productive effort and guide it to the desired 
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■end, for his goal is to maximise production and profits On 
the other hand, the law of diminishing returns is operative, 
when Nature is predominant m production Therefore, the 
law of constant returns operates, when Man and Nature balance 
Further thought reveals that Increasing Returns means 
Diminishing Costs , while Diminishing Returns means Increasing 
■Costs The laws of returns establish a relation between inputs 
and outputs, in terms of costs Detailed examination brings 
out the fact that the Jaw of increasing returns or diminish- 
ing costs is operative when the fullest utilisation of the in- 
divisible factors is made, by adopting such a combination as 
is the optimum one Secondly, the law is the resultant of a 
more perfect substitutability of these factors It may be re- 
called that the law of diminishing returns operates, when the 
a particular factor of production gets scarce and/or is unavail- 
able to the producer with the result that the optimum is disturb- 
ed and the diminishing returns or increasing costs follow "Were 
this optimum combination not disturbed, the law of increasing 
returns would not apply as optimum productivity would be 
maintained The law of increasing returns would be opera 
tive when there is the fullest exploitation of the indivisible 
factors, and better inter-substitutability of them Still, due 
to the inevitable scarcity of land, indispensable to agricultural 
production, this does not take place, as land is unsubstitutable. 
Also the optimum unit is incapable of being maintained at the 
optimum level, as the economy is dynamic, while the produc- 
ing unit is not adjustable The law of constant returns opera- 
-tes m most of the process in industries, where increased 
investment results in proportionate increment in produc- 
tion raw material is supplied under diminishing returns while 
(processing under increasing returns , hence they neutralise 

Intensity of Culture In the study of apportioning factors 
of production, it is an important problem and also a central 
one The primary consideration is that land is indispensable 
in agriculture, and also limited in quantity, hence great econo 
my is exercised in its utilisation, for hardly is a substitute 
available for it Changes in the relative abundance of the 
productive factors are reflected in the relative costs to the 
farmers but arise out of the differences in the rates of increase 
of the supply of factors Again, land supply increases much 
less than that of others Even reclamation of land is slower 
to increase its supply This is how the question of intensity 
of cultivation becomes of paramount importance The history 
of colonisation provides us with instances as point to an 
expansion of land more than the multiplication of the settlers, 
"but only in the initial stages , there the question of economising 
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<ill arise. But in the modern economies, generally, the supply 
of land is limited and Tigid, necessitating more intense cultiva- 
tion of land. This can be viewed from certain other angles. A 
correct ratio may be arrived at between land and labour, with 
reference to the crops grown ; land is quantitatively given and 
the problem that poses is how much of other factors may 
be combined with it, to raise macimum produce. Also the pro- 
blem may get related to time, for the crops to be grown may 
need different amounts of labour and capital in the short period 
■of their cultivation. Again the demand for other factors may 
depend on 'farm organisation. Lastly, the combination of 
the units of labour and capital may be looked at from the larger 
national angle, so that the problem is also one of the correct 
utilisation of the factors of production. 

Labour and Equipment. The question that faces the farmer 
is how many units of labour-anri capital be combined with land, 
with a view to maximising his production. In case of certain 
crops, the requirements in regard to factor utilisation may be 
high, but it may not be so for other crops. Varying are the de- 
mands of labour and capital with respect to various crops. The 
nature of the farming operation has also to be taken into 
account. In the initial stages, there may be increasing returns 
till the point of exhaustion is reached, and constant returns be- 
gin to operate, to be followed by diminishing returns. The 
assumption is that the units of labour and capital are composite 
and homogeneous. This is to determine the intensity of culture 
at a certain stage. Natural factors, like weather, also enter into 
his calculations, and the peasant lias to make daily adjustments 
with regard to weather and its varying needs, etc. If the de- 
mand for labour from his farm rises, he has to arrange for 
•more labour, which if unavailable, may force him to re-arrange 
his resources afresh. Hence only one enterprise could not be 
taken into account, but the whole range of farm enterprises. 
The farmer would tend to make such use of his resources as are 
likely to add most to his total income and profits, regardless of 
his earlier plans. If labour and capital could be adjusted in- 
definitely, the problem is how to increase the amount of busi- 
ness under a certain form of organisation, or what form of or* 
ganisation to select. The problem of how to heighten his 
income and profits could be solved by making changes in the 
capacity and the efficiency of labour and capital, and his choice 
would, depend on the relative costs of the two courses open to 
him. From the standpoint of the economy, there is found a 
wide range of the intensity of culture : certain farms are being 
run on an extensive basis, while others on an intensive one. On the 
former, more land is used in proportion to other factors, while 
•on the.latter, more application is made of other factors. On 
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geographical basis alone, certain farms may be farmed on inten- 
sive basis, due to the character of the soil, which may also be a> 
deciding factor Still substitution of factors is of great signi- 
ficance 

The Substitution Effect Often is there inter substitution 
between labour and capital In farm work, a fixed number of 
labourers may suffice for a certain amount of equipment, but 
the type of the equipment in use is another determinant of 
the number of labourers Sometimes it may not matter much 
whether work is done by hand or machinery, but in certain 
cases, the number of labourers may be increased with a view to- 
economising on equipment Labour could also be economised 
by extending the use of machinery this is how increasing me- 
chanisation is brought about In certain cases, the increased 
use of machinery is advantageous, while in other cases, greater 
utilisation of labour may be more profitable All intersubstitu* 
tion is aimed at maximising productivity It may be stressed 
that the least expensive method may not always be adopted, it 
is the most productive one that is favoured Intersubsutution 
as between the factors depends on the relative demand made 
upon the time and energv of the farmer entrepreneur , thisactr 
vity may increase when the return from the same justifies its 
extension Machinery is preferred to labour in order to gam a 
more effective control over production and less dependence 
upon vocal humans, and also for work simplification Ma- 
chinery is no resistant to various controls or longer hours, nor 
would it desert the farm Where substitution does not affect 
production the cheaper combination is sleeted Under the 
assumption that the alternative combinations are equally pro- 
ductive, quantitatively and qualitatively, the selection would 
depend on factor costs A change in the cost of equipment 
without a corresponding change in wages, would necessitate a 
suitable readjustment in the relative amounts employed of 
both In the backward economies, it is labour that is cheaper, 
hence more labour is employed, while in the advanced econo- 
mies, more machines 

Variable Proportions As adverted to above, the law of 
increasing returns operates, as long as the returns per unit of 
investment increase, and this happens as long as the optimum 
m production is not reached At the optimum point, the 
trend deviates towards constant returns, and as scarcities begin 
to be felt or intersubstitution becomes imperfect, diminishing 
returns are operative This combined trend is termed as the 
Law of Variable Proportions Constant returns link the 
increasing and the decreasing returns, and are the intermediate 
stage between the two This stage could be prolonged hy the 
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application of different quantities of the different productive 
factors, as may be more productive ; their proportions could be 
varied. The questions remain to be answered : how to find 
whether the produce is at the maximum, and secondly, where 
to stop further application of the factors to his enterprise. 
Some units of the productive factors must be initially invested, 
in order that the specific factors may be brought into produc- 
tion. And this process of investment may continue till 
the highest average net return per unit is realised, for that is the 
optimum point. This average net return per unit increases 
till increasing returns operate, and till the increment per unit 
is equal to the average. These calculations are possible when 
proper data regarding average returns is available, still theore- 
tically speaking this is the basis on which the calculations are 
to be made. The underlying assumption is that the demand 
upon managerial and entrepreneurial ability remains the same, 
proportionately, And this is what obtains in practice, for super- 
vision could be extended to a larger unit, though if the units of 
production were scattered, this may not be so. Rent of land may 
also be accounted for, in this case the net returns may be taken, 
while if no rent is paid, the gross returns are assessed. The law 
of Variable Proportions is applicable to net average returns, in 
the same fashion as to gross returns : the average net returns 
may also rise in the initial stages of production, remain constant 
and then begin falling. Usually, the average net returns 
per unit rise with the intensity of cultivation, which in turn 
often accords with the amount of rent paid, as higher the rent, 
the greater the intensity of culture. In the case of share rent 
(Batai or Metayage), this rule may not apply, for rent increases 
with the increase in the total produce. The share tenants 
may well not raise the intensity of cultivation for obvious 
reasons. Suffice it to say that the net productive returns and 
variable proportions are much interlinked in agriculture. 

The Inference. From the above study it is clear that the 
law of Variable Proportions is the dynamic version of the 
laws of returns *, all the laws of returns apply to the same piece 
of land successively. In this regard, the peasant has to think 
of the choice of factors and their proportions. An clement of 
factor costs is also implied in the latter consideration or 
the larger issue of farm costs, to be discussed below. Still it 
could be said that combination of factors accords to the law of 
Variable Proportions, broadly speaking. 

Farming Costs. The above problems are looked at by the 
farmer from the one angle of costs. The costs of production 
determine the range of production as also its intensity, and 
degree. Under diminishing returns, the costs increase, and so 
on. Costs have to be related to production and output. An 
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analysis of farming costs reveals that the point of highest net 
return seldom coincides with that of lowest unit cost The 
shift from decreasing costs to increasing costs may not accord to 
the shift from increasing to decreasing output Thus there is an 
economic lag, probably due to the marginal returns being less 
than the preceding ones The intermediate marginal input of 
productive units add less to the total output than the 
immediately preceding ones , still they earn marginal returns 
sufficient to bring down costs Variable and fixed costs may 
also be taken into account, also the average and the marginal 
costs These problems are discussed below, in rather details 

Forms and Kinds Cost data may be split up further 
There are the marginal and total costs Marginal costs are the 
incremental costs due to the expansion of the unit of operation 
while the total costs are gross of output, the average being 
found out by dividing the total costs by the units of output Then 
there arc the combined (total) costs and the single input costs 
the former are the gross of all costs, while the latter refer to 
single items as labour costs, etc Thirdly, there are the nmt 
costs, or the costs per unit of some input factor, land, etc as 
against these are the unit output costs, m terms of output 
per unit Next are the physical and the money costs the former 
relate to the consumption of productive agents, while money 
or nominal costs are expenses of production Fifthly, are the 
fixed and the variable costs, which play an important role m the 
combination of factors the former remain the «a me even when 
production is expanded, while the latter vary with the pro 
auction unit’s size Sixth in order are the cash costs or the 
non cash ones the former are out of pocket costs, or those on 
which money is spent, while on the latter no direct cash outlay 
is made Joint costs refer to the costs incurred jointly for the 
same productive process, while the supplementary costs are for 
the same productive agent, but at different times And then 
there are the historical costs, which were incurred in the past 
while the current costs relate to the present Lastly the necessary 
costs are indispensable to the process of production while the 
jairprice costs are equal to the prices necessary to support 
a certain standard of living 

Utility of Cost Data The cost data is used for a triple 
purpose firstly for farm production, secondly m framing price 
policies (to be examined below in a separate chapter) and lastly 
as a measure of economic change In farm production it is 
relevant to the combination of production factors it would 
help the farmer in estimating the receipts and the expenses of 
alternative operating programmes and also in arriving at the 
optimum combinations Also it would suggest to him the ways 
and means of reducing costs and (incidentally) maximising 



PBINCIPLES OF AGBICULTUBAE ECONOMICS 


469 


profits. Thus the data may provide a clue to the best farm 
practices. It may enlighten him as to trial budgets of different 
combinations, enabling him to fit his programmes of production 
and settle details in advance. Physical and money costs may 
be shown separately, as also unit costs. Such data may have 
to be adjusted to technical changes, so that comparisons remain 
correct. Again, it must inform about the variable inputs. By 
a comparison of the marginal input with marginal receipts, the 
farmer is able to secure the maximum out of his enterprise. On 
a diversified farm, the highest profit combination is not the only 
consideration. By raising competitive crops, factors are also 
used competitively, and therefore the problem of using produc- 
tive factors for the most remunerative crop poses itself. Cost 
data guides one to apply those factors which may be of maxi- 
mum addition to one’s income, from the various enterprises, and 
not from one single farm, or crop. It provides a clue to the 
selection of the productive factors to be used on a particular 
farming enterprise. From the cost side, the problem is to discover 
the types of machines and other equipment as have the lowest 
cost per unit of output. Cost differentials have to be analysed, 
physical and money costs separately recorded, and adjustments 
made in respect of technical and other changes. Again the cost 
data indicates the best combinations to be adopted. But it does 
not serve as a guide to recombining various enterprises, as the 
hypothetical cost data may not be available, nor may it be 
possible to calculate the supplementary and complementary 
costs on enterprises. At best unit costs could be compared to 
prices, and conclusions drawn. 

Costs and Sales. Costs guide the farmer in his selling 
programmes. Price may be related to cost which, however,' is 
not a determinant. Prices are the result of the' interaction of 
supply and demand. Three types of costs may be distinguished; 
in this context. (It may be pointed out in parenthesis that 
sales give gross returns, from which net returns may be cal- 
culated). Distinguishing between the various types, one has 
the necessary costs that must be met to have the required 
supply for the market : they provide an incentive for farm pro- 
duction. Historical costs are the sum total of all the costs of 
actual inputs, ordinarily in the recent past : they are used in 
farm accountancy fob the fixation of price. And lastly, the 
fair-price costs are those which the farmer must cover in order 
to maintain a fair standard of living This cost is calculable 
by allowing the farm family a fair income to support' them at a 
reasonable standard. If this cost is not covered for a long time, 
farming would be depleted of all initiative, and enterprise. 
Usually, the price level fluctuates between the necessary .and 
fair-price costs. • 
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Costs and Economic Change The behaviour of costs under 
the stress of the economic change is interesting in the dynamic 
sense In the long run, both costs and prices are intermingled 
and difficult to distinguish The combined unit costs for a 
period of time are used in determining the best combination. 
Index numbers of changing costs and the related data give us 
information about the measure of economic change This may 
guide the farmer entrepreneur m deciding upon a line of pro 
duction, which may, prospectively speaking be the most paving 
Adjustments m the cost rates could be made so as to fit them 
in the chain of supplementary and complementary relations 
among enterprises But these calculations call for the most 
minute and detailed accounts so that a distinctive measure of 
economic change in respect of the combinations of enterprises 
is noticeable The use of statistics, as supplied by experimental 
farms, may not be of the same utility as calculated by the 
farmer about his own far.m Perspectively speaking, the farmer 
has some use for this data , not only could he arrive at a deci- 
sion about combining the various enterprises, but also chalk 
out his course of action in the context of economic change and 
trends to be read off from the cost date at his disposal 

Fixed and Variable Costs Fixed costs or overheads remain 
the same, regardless of the variations in output, for they are 
investments made m the form of plant, machinery, etc Vari- 
able costs respond to output Fixed costs include interest 
charges, insurance premia, upkeep and depreciation costs, while 
the latter cover the costs of seeds, fertilisers, and that part of 
the upkeep and maintenance which varies with output, and the 
wages of labour On a family farm, however, much of the 
labour is of the nature of fixed input Land costs, also, are 
fixed, especially "the indestructible properties of the soil \ while 
manures are variable costs A satisfactory procedure of separat- 
ing the two has yet to be evolved Harvesting costs could be 
regarded as variable costs, as they vary With the harvests, while 
machine costs are fixed ones This distinction is valid only in 
the short period, for in the long run, all costs of production 
have to be covered and are only variable From the standpoint 
of combining productive factors, fullest use must be made of 
the fixed costs, and the variable costs varied accordingly This 
rule could only be observed consistent with the crops grown and 
the enterprises undertaken Still, to avoid waste, this rule may 
be broadly followed 

Marginal and Average Costs The farmer tries to secure the 
best out of his farm investments Assuming that he gets all the 
fixed factors free, he will aim at covering the variable costs 
remuneratively The concept of average and marginal costs helps 
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us out of the complications arising out of this problem. They 
refer to single input factor, and give us a clue to the provision 
of additional factors. Average costs give input per unit of 
output. As long as marginal costs are higher than average 
costs, inputs raise output, obviously for mathematical reasons. 
But when the average costs are higher than marginal costs, 
additional input units lower output. (Marginal costs are the 
incremental costs of additional output.) When the two are 
equal, the output is the highest and at the peak. Optimum out- 
put is that which equalises the marginal and the average costs. 
Equalisation is in respect of one single factor, hence the appli- 
cation of this analysis is limited: it is complementary to the 
above analysis of fixed and variable costs. 

Combined Costs. The combined effect of the cost-relation- 
ships shapes combinations of productive factors. Marginal and 
average costs fail to explain the whole story ; it is the combined 
costs that give the clue to this problem. The above analysis 
clarifies the role of variable costs. Average and marginal costs 
for fixed factors go on declining all along the expansionary 
process. Hence the average outputs and the average inputs for 
all variable factors must be taken into account ; and this gives 
the least-cost combination. To repeat, the least-cost point is 
not the one for profits to maximise. Profits are the difference 
between the costs and the selling prices, and often vary with 
output. The highest profit combination is that at which the 
last unit of varying factors pays for itself. Complete analysis 
requires a consideration of all these alternatives. Marginal in- 
put adds a certain amount to profits. The farmer prefers that 
combination which adds most to his profits. He is always 
balancing the marginal profits for his different input factors as 
against others, and with good calculations-, the marginal contri- 
bution of different inputs would always be equal, to each other. 
This is the point of the maximisation of the utilisation of 
factors. With many crops and several enterprises on hand, the. 
farmer would seek to equalise their marginal revenues. Often 
this is based on his past experience. This analysis applies to 
family farms as the computation for labour has not been given 
its due place. But the least cost and the highest-profit points 
would change according to how much of the labour force 
constituted fixed or variable costs. In large-scale farms, labour 
is mostly a fixed charge, while the value of by-products is also 
to his credit. 

Costs and Output. In short the general belief that high 
yields make for low costs is not (strictly speaking) true. In 
most crops, the overhead and the constant costs form a relati- 
-vely larger part of total costs than do variable costs. Other 
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things being equal, any benefit that the farmer derives is by 
spreading these basic costs over as large an output as possible 
His effort is to heighten output by increasing his inputs of 
labour and capital over and above the minimum necessary to 
grow crops His ahility to do so is limited by the incidence of 
diminishing returns In the case of the livestock farms, the 
maintenance costs are to be considered, while in dairy farming 
and meat production, it is the maintenance costs that matter 
In both livestock and crop production, the entrepreneur is not 
free to increase his turnover by increasing the variable input 
More limited is the scope for the farmer than for the manufac- 
turer to lower unit costs, by increasing output of anyone 
commodity The farmer has, therefore, to take inputs and 
outputs, not in terms of separate enterprises, but in terms of 
the arm as a whole He has to meet certain costs irrespective 
of the amount of the produce He must pay rent and maintain 
his implements and machines His concern is not with profits 
from one single enterprise, but with contribution that each 
enterprise makes to the farming projects taken as a whole The 
complementary enterprises help the others become more profit- 
able but the supplementary ones (sidelines) only reduce the 
overhead costs It is certain that the technical efficiency is 
not necessarily identical with economic efficiency His aim is 
economic efficiency this means very comprehensive index of 
the economic utilisation of productive factors 

Practical Implications The above analysis, though com 
plicated is very theoretical In this section are given the main 
applied conclusions With a distinction between the economic 
and the technical efficiencies, a probe is made into the economic 
utilisation of productive factors followed by a consideration 
of the use rates of input factors Next are recapitulated the 
various points made when discussing apportionment of factors, 
especially from the farmer’s point of view In this respect, 
the factor of emulation, an important psychological fact, is 
analysed, for the peasant is not a mere robot, but one with 
definite likes and dislikes The complexity of the system is 
restressed, and finally is weighed the relative importance of the- 
four factors, as in their combination for production in the 
agricultural system 

Economic vs Technical Efficiency As pointed out above, the 
two are not synonymous Technical efficiency is measured in 
terms of the output of individual crops and livestock, i e per 
acre and per head of cattle, or in terms of the output per unit 
of the input, or in terms of the returns per unit of investment 
Technical efficiency is the efficiency of the productive apparatus 
that the farmer instals, with a view to raising output per unit 
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of investment. Economic efficiency is the productivity index 
of various forms of investments. While technical efficiency 
refers to productive efficiency of individual enterprises econo* 
mic efficiency gives the efficiency of the system of agricultural 
enterprises. Thus the latter measure is more comprehensive 
and this the farmer takes into account when increasing his- 
production. In short, economic efficiency is measured in terms 
of the total output of the farm as a whole, expressed as a 
function of the combined costs of the total investment. 

Economic Utilisation. An important consideration in the 
combination of factors is their economic utilisation, especially 
in agriculture, as land, being limited, requires other factors to 
be combined with it for its complete utilisation. The fact 
remains that as long as the full utilisation of land is not achiev- 
ed, the optimum combination is not arrived at. “Economic”, 
when used with “utilisation” signifies that it is not the technical 
efficiency to which reference is being made, since production 
is not to be looked at from the viewpoint of the present exploi- 
tation of the factors but from the broader angle. Thus economic 
utilisation indicates certain considerations : firstly, that the 
problem is viewed comprehensively and all enterprises are taken 
into account •, secondly, “utilisation” implies that the producti- 
vity effect is not the only one of importance, it is the margin 
of profitability that matters ; thirdly from the economic angle 
it is the proper balancing of the twin productivities, the present 
' and the potential, (which the technician may not take into 
account) that is implied in this term. 

Use Rates of Input Factors. These rates are calculated by 
dividing to total output by total inputs at each point of com- 
bination. The point of highest average output comes later than 
that of highest marginal return, which from some of initial 
investments and inputs, may not be high. Use rates depend 
on the nature of the inputs, outputs, and the fixed factor, 
land. No mathematical or precise relation could be formulated, 
as conditions of agricultural production vary greatly. When, 
for instance, the fixed factor is irrigated land, rains may not 
matter much in its productivity. In livestock farming, the 
problem assumes a different complexion, the net output is the 
excess over maintenance which is an overhead charge. Under 
actual' farming there is another overhead; the maintenance of 
the breeding cattle. Thus maintenance and' production inputs 
are involved in many farm enterprises. And it is the use input 
rates that have to be reckoned with in the combination of tho 
productive factors : this is quite different from what obtains in 
industry. 

Proportioning Factors. Precise calculations may be ruled 
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out in the farming system nobody knows exactly what his 
effort would yield, especially the farmer, whose business mainly 
depends on the mercy of nature, only experience has it 
for the peasant And experiments have not been made by 
individual farmers but organised agencies, like the state 
the farmer has to decide what use to make of these conclusions 
But it is by proportioning factors that he makes his business 
remunerative The most practical way of arriving at correct 
proportions is to make alterations as long as it pays A certain 
amount of uncertainty is there about the factor costs and their 
utility The scarcer factors should, therefore, be used sparingly, 
while the more plentiful ones liberally Practically speaking, 
the farmer would let certain jobs go, if they are costly, and 
out of his means More labour and equipment, being more 
difficult to obtain the farmer, would employ his own family 
people even to economise in point of equipment Unlike that 
the farmer is able to add more land , other factors have to be 
Adjusted to it 

Goads and Fanners In all these calculations, attention needs 
to be focussed on the fact that the farmer’s choice of agricul 
-tural goods is quite limited First, land is limited, hence the 
farming unit is more or less rigid, it may not admit of expan 
■sion Better quality of land may also not be at his disposal 
being scarce Secondly, large quantities of labour may be 
unavailable Thirdly, the individual peasant’s resources in 
capital and equipment may be quite limited, as usually they 
are both liquid and specific, with the small peasant And 
above all, his capacity to manage things is usually low 
especially in the case of the less trained and uneducated 
peasant Hence he disregards theory and goes the traditional 
way 

The Factor of Emulation The general structure of farming 
is determined by emulation This means that even one leader 
could revolutionise farming It is on this fact that the 
National Extension Movement rests By mere imitation 
knowledge has spread from a few individuals to the whole 
community A few good farmers could influence and enthuse 
several others The present system of farming owes not a little 
to a few thinkers and inventors , and the emulative effect has 
"been responsible for the wide spread of farming knowledge 
and practice The I act remains that a better combination ol 
factors may result from emulating other farmers 

The Complexity of the Farm System Farming would be 
greatly simplified if it always consisted of the growing of a 
single crop, or the undertaking of one single operation Bui 
-as it is, the system is rather complex , hence the combining 
■of the factors on all the various enterprises is still mort 
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complex, especially when this is to be simultaneously done, 
•with limited factors at the disposal of the farmer.' The 
problem gets more and more complicated. From another angle, 
the real income of the peasant does not depend on one single 
enterprise : this makes the problem more confusing. Hence his 
income depends on his efficiency in achieving the optimum 
combination, not only of the factors, but also of enterprises 
and to co-ordinate and maintain a high standard and what is 
more important, and more difficult, in the correct proportions 
and at the right times, and in right places and firms. 

Land, Labour, Capital Sc Management. To re-assess the 
comparative and relative valuations of the factors 
of production in agriculture is instructive. Even if the farmer 
were to get all land, by renting or otherwise, he may 
still not be able to cultivate by the methods of his choosing, 
for he could not be sure of reaping the full advantage of the 
permanent improvement he makes. Seldom free or capable 
of studying the academic and the scientific aspects of his 
business, he goes the traditional way. Infrequently does 
he find himself attending the meetings at which farm 
affairs may be discussed and improvements suggested. His 
horizons are, therefore, very limited and and narrow. Not 
being able to dabble in the marketing organisation nor being 
qualified to moot out new methods or innovations in his busi- 
ness or technique, he could only gain by means of emulation. 
Similarly, in regard to capital and equipment, the position is 
no better for the lack of capital haunts him. Even if he had 
plenty of money he does not use it in the best manner, incorrect 
utilization is his malady as he is ignorant of the art of 
spending. In managerial ability, he is at a discount, unable to 
man his own show efficiently, or afford a paid manager. The 
problem of combination, though baffling, is tough. 

Summary. This chapter has explored the principles 
underlying combination of agricultural factors. Starting with 
definitions and distinctions between capacity, efficiency and 
productivity, the argument drew pointed attention to their 
role in farm combinations. Productive differential of factors, 
and their combinations were noticed, as also the facts of their 
availability and substitutability, etc. An optimum combina- 
tion was defined. The law of variable proportions was exa- 
mined with detailed reference to factoral combinations, inten- 
sity of cultivation, utilisation of labour and equipment and 
the inter-substitutability between factors. The whole problem 
was found to revolve around the issue of farming costs : the 
■cost data, its utility in combinations and its role in economic 
change ( the dynamic aspect ) was studied. Further analysis 
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w at focussed on the role of fixed and variable costs, average 
and marginal costs in respect of combinations it was discover- 
ed that combined costs play the determining role in designing 
the productive patterns Next was examined the relation of 
costs to output with respect to the size of the production unit 
The practical implication of the principle underlying this 
theory were set in detail in the light of economic and techni- 
cal efficiency, the former having a more comprehensive import. 
The problem of economic utilisation was also attacked and 
found to be relevant to the type and nature of combination 
The use rate of input factors present another problem, followed 
by that of proportioning the factors between different enter- 
prises and operations The farmer’s ability to utilise various 
factors of production is limited because of his ignorance he 
cannot get the fullest out of these factors Next was stressed 
the non economic factor of emulation The farmer is influenc 
ed b) the example of other more capable farmers Unable to- 
master the technical details of agriculture, he is imitative of 
the leaders in farming The 3ection was rounded off by admit- 
ting that farm resources are inelastic 

Conclusion The problem of combination of factors depends 
on several considerations Firstly , a combination has to en- 
sure that the various grades of different factors are equalised, if 
maximum production is to be attained , they should be of equal 
efficiency and capacity, otherwise the process of ‘ absorption ’ 
would remain defective Secondly, the choice of the factors of 
production must be such as to ensure the optimum combination 
cost comparisons have to be made, and to indivisible factors 
must be adjusted others in order to effect full utilisation 
Thirdly, the law of substitution plays an important part in this 
analysis, for its rule is to equalise marginal productivities-, 
when employing factors of production and combining them 
Fourthly, this maxim is of application not only to different 
factors, but also to different enterprise* Fifthly, the law of 
variable proportions is a restatement of the different laws of 
returns, and serves as a guide to the employment of production 
factors, in view of the special limitations and characteristics of 
agricultural enterprises The law was also examined in the 
light of the intensity of culture, and the substitution effect on 
the farm The next section dealt with the problem of farming 
costs in their bearing on factor combination, and the conclusion 
reached was that marginal and a\erage costs play an important 
part in determining the apportionment of factors in different 
combinations, and these costs point to the optimum input out- 
put ratio Seventhly, the role of the fixed and variable costs 
was obserted to point to the adjustment made, when produc- 
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tion was initiated ; this adjustment was favouring fixed costs, 
and determined by them, if the optimum in factoral combina- 
tions was to be reached. Eighthly, the combination of productive 
factors is a variant of the output aimed at, especially in agri- 
culture, which obeys the law of Diminishing Returns. Ninthly, 
•of the two efficiencies, the economic and the technical, the for- 
mer is the more comprehensive of the productive efficiencies, 
which matter in agricultural production and have to be reckoned 
with by the vigilant farmer. And lastly, the farmer is mainly 
guided by his practical experience, as also by the emulation of 
-other expert farmer-leaders ; and this is the main thing guiding 
him in practice, and everyday life, regardless of the theories 
propounded by the pundits of agricultural economics. 

The Linkage. Before entering upon the discussion to be launch- 
ed upon in the next chapter, it is proper to avoid confusion of 
thought now, at this stage. In this chapter was examined the 
problem of the combinations of productive factors, but this 
analysis would be complete only when the problem of the size 
of the production unit has been dealt with. It is, therefore, 
proposed to examine in the next chapter, the questions relating 
to the determination of the size of the producing unit in agri- 
culture *, this is with a view to getting a clearer vision of the 
issues raised in this chapter, and also to complete the argument. 
Bearing the conclusions, reached in this chapter, and the princi- 
ples emanating from them, it may be stressed that the issues 
are inter-connected, as also complicated and involved. And the 
one set of issues have to be weighed in the perspective of the 
other set. Before closing this chapter, it may be emphasized 
that the problems relating to the size of the unit of agricultural 
production vitally affect those of the combination of production 
factors, as different combinations would be preferred, with a 
change in the scale of production, which in turn depends on 
the size of the unit of production. Also, size of the unit of 
operation may influence the farmer in the very selection 'of ,the 
factors of production : capital and equipment may be more 
fruitful on a larger farm than on a tiny plot of land, and, great- 
er investments may, therefore, be made in this respect by the 
farmer-entrepreneur on the farm. Economists are familiar with 
the economies of scale. These economies may be reaped 
in fuller measure, when the size of the unit is larger and’what 
implications, economic, social and agricultural, flow from each 
size would be the subject matter of the next chapter— an impor- 
tant subject. 
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In this chapter, are discussed the problems and the deter- 
minants of the size of farms This particular aspect of analysis, 
it may again be repeated here, is concerned with the combina- 
tion of productive factors This problem is also important from 
the point of view of success or failure of the farming system as 
a whole Next coesideration, re)e\ant to the problem in hand, 
is the economic one , certain farms may be un economic while 
the others economic, and this is determined by the size of farms- 
Again, the problem is also significant from viewpoint of the 
distribution of land and wealth as among the peasants and the 
landlords, t e the distributive aspect Bearing upon the above 
is the intensity of land hunger among the people All these 
viewpoints are considered in this chapter This discussion 
starts off with an account of the types of farmers m relation 
to their farms Important and relevant questions as the frag- 
mentation and sub division of holdings are also dealt with in 
this introductory section In the next section, determinants of 
of the size of the farms are enumerated Various viewpoints 
are brought to bear upon the problem, which is analysed from 
populational, employment and distributive angles In the next 
section, are analysed the problem of the scale of farming , 
detailed examination is made of investment and input 
factors, and the different factors in farming scales are 
assessed In. the light of this discussion, the concept of the 
optimum unit of cultivation ( or operation ) is developed, lit 
terms of economic factors The unit of farm production is 
adjudged from the organisational standpoint Dynamic 
aspects have not been forgotten for the chapter closes with 
an examination of these , m this last section is traced the 
transition from the present day problems to the probable 
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prospective positions with an eye on the trends in farming 
systems. What the unit of the production from the dynamic- 
point of view would be is the moot topic. 

Farm and Farmers. A discussion of the general pat- 
tern of the producing units raises the first problem, in the 
order of priority, that of the size of holdings and their 
distribution among the farmers. A distinction needs to be made 
as between holdings and farms, though these terms are being 
used interchangeably. This farm is a bigger unit of cultiva- 
tion. This chapter refers to the size of the holding, i.e., the 
size of the producing unit and not of the farm. The holdings 
may be agricultural, or non-agricultural ; this analysis need 
not notice the latter. Reference has, therefore, to be made to 
the types of farms and farmers, for holdings are with respect 
to the types of agriculture. In the first instance, there are 
full-time farmers who include such entrepreneurs as horticultu- 
rists and poultry-farmers, fully engaged in farming and 
dependent upon their holdings ; obviously, the size of the 
holdings means everything ro them. Second, there are Wart- 
ime farmers who have some other employment in addition to 
farming, such as trading or contract-work ; still farming is 
their main business and, for them, the size of the holdings is 
of great concern. Third category is the regular spare-lime 
farmers for whom the farming pursuit is leisurely, and the size 
of the holding does not matter so much, for they do this work 
to supplement their income, casual farmers are in the fourth 
category; these farmers do not pursue agriculture very seriously, 
but they do need employed managers to carry on the business ; 
they are absentee landholders. Fifth are hobby farmers who are 
not concerned with farming seriously, but regard it as a pas- 
time ; these people may be owners of small farms, for pursuing 
their hobby : and are unconcerned with the size of holdings. 
Next category may be that of the family farmers, for whom, 
the profit motive is not supreme, but the subsistence motive is : 
it is, therefore, that these farmers are affected by the size of 
their holdings, which should be “economical”. And lastly, wo 
have the miscellaneous farmers with experimental farms, attached 
to education and research institutes ; the accommodation types 
and such other types. From this classification a distinction 
needs to be drawn as between farmers who pursue their business 
with a view to making profit and those for whom it is non- 
commercial, the pleasure motive dominating their farming. 
Evidently, analysis deals with the former. 

Size and Distribution. In considering the size and distri- 
bution of holdings, an important fact is that, usually the 
official records keep only an account of cultivated lands and not 
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pastures, forests and grass lands, which strictly speaking, should 
be included in a survey of holdings. Theoretically speaking, 
these holdings must also be reckoned The investigator 
must also bear in mind the number and the area under 
small and large holdings , that also needs to be taken into 
account in order to know into what size groups a country 
is divided, before one could assess properly its sigmfi 
cance Thus the focus should be shifted from the numbers 
of the farmers and their holdings to arable land acreage , this 
provides an insight into the distribution of the agricultural 
land From a study of statistics of holding in an economy, it 
would be obvious that the concept of average holding is mean- 
ingless, especially if the average is obtained by dividing the 
total acreage by the number of farmers, or even by the number 
of their holdings Such an average would convey i wrong 
impression in an economy where all types of holdings are 
found As Dr Marshall stressed, the concept of a representative 
holding may be of some value in this analysis A representative 
holding would be representative of the farms which supply the 
bulk of agricultural produce It may be stated that while 
this concept is not so meaningful in other sectors (because most 
other enterprises are beipg run by a small number of big 
business), it is useful in agriculture which has retained its com 
petitive and broadbased structure In assessing the position 
of the [arming, it is essential that the units be studied from 
the representative point of view Selecting a representative 
holding is matter ot scientific sampling, in a very extended 
sense of the word 


Subdivision and Fragmentation Subdivision tends to reduce 
the size while fragmentation scatters them away, and destroys 
their compactness Subdivision and fragmentation arise out 
of the law of inheritance with the result that the holdings 
grow smaller and more dispersed Often this results in the 
uneconomic holdings being cultivated, which in turn, leads to 
lessening efficiency and productivity of the agricultural system 
On the other hand, it is also claimed that the subdivision of 
holdings brings about wider distribution of holdings among the 
populace, a healthy influence but this holds true of those 
economies which are dominated and characterised by the large 
holdings, and estate farming And in these economies, often 
succession is according to primogeniture, by which only the 
eldest son gets the holding or the estate in tact, without its 
being split up Thus subdivision and fragmentation of the 
holdings is not good as it pften leads to uneconomic agriculture, 
without in any \vay satisfying the land hunger of the farmers 
and the landless 
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In fact, in the course of time, a stage comes when farmers give 
up their holdings which are not to provide them even with bare 
subsistence with the result that their holdings are bought by the 
landlords or the better-off type of farmers, thus the bigger fish 
■eat away the smaller. This ultimately leads to an increase of 
tenancyand also to the multiplication of landle ss cultivators. 
And admittedly, the presence of this class in any economy is 
unhealthy for economic growth and development. Inshor, the 
operation of the laws of inheritance and succession resuting 
in the sub-division and fragmentation of holdings is undelsir 
able. 

The Farming Unit. The farming unit is the producing 
unit which has some significance from the economic point of 
view. This problem need not be confused with the one below, 
here is stressed only the economic significance of the producing 
unit, and below, is enumerated, its determinants. That farming 
unit is suitable which accords with the fuller utilisation of 
machinery and ensures its economy. Right proportions should 
balance a farming unit to other factors of production in order 
that optimum exploitation may be possible. This means that 
the farming and the producing units must have different types of 
farming operations ; in dairy farming, for instance, the unit of 
production need not be the same as in vegetable gardening. 
No generalisation could be made as to the farming unit, which 
may vary with the agricultural operations. The unit of farm- 
ing is what matters from the cultivator’s point of view, he has 
often to adjust cultivation to its unit. The distribution of the 
farming unit also determines the complexion of agriculture in 
a country, in the case of the small cultivating units farming 
may assume an unprogressive character, as the possibilities of 
the application of mechanisation are remote in this case, while 
in large holdings, mechanised farming could be practised. In 
another respect the unit of farming is significant; the size deter- 
mines the limits set in respect of borrowing money for improv- 
ing farms and agriculture. Thus the unit of production is 
significant from several angles : from the viewpoint of farm 
earnings, from that of the character of farming, from that of 
the mechanisation of the agricultural system, and lastly from 
the standpoint of the organisational structure of individual 
farms. 

Determinants of the Size. There are several circumstances 
which determine the size of the producing units. But mainly, 
these circumstances are examined under two headings; those 
factors which determine the prevailing size of a representative 
farm in a region, and secondly those which determine 
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the variations in the size of the producing units It 
may, however, be difficult to suggest a proper and 
suitable size for the farming unit as there are many 
variations in this regard and several dynamic factors to 
be taken into account In this section, therefore are analysed 
several factors, the density of population in a certain region, 
the employment opportunities there, the nature of the operat 
ing unit, the distribution of wealth, the historical factors 
and the local determinants of the size of holdings Since this 
discussion is general in character, and not of special colour, 
the analysis is limited to these items only 

Denstty of Population This is by far the most important 
determinant of the prevailing size of the producing unit in agri- 
culture Evidently, size depends on the number of people 
ir agriculture, and the pressure of population in rural area 
The larger the number engaged in agriculture, the smaller is- 
the size of the holding, other things being equal One of the 
five courses are open, when the size of holding has to be increas- 
ed and number and density of population heavy A country 
must either reduce its population, and follow an effective popula- 
tion policy, or shift them from rural to urban occupations and 
industrial employments, or choose to have more hired labour 
pe- farm, thus permitting a large number of people to be 
reduced to the status of the landless labourer, or evolve some 
other type of farming, by a combination of two or all of these 
alternatives, or introduce some immediate measures for the* 
reclamation of land to add to the acreage available for arable 
purposes One noticeable point is that the peasant is influenc- 
ed by the density of population in a country in relation to the 
size of holdings The fact stands that densely populated coun 
tries have a heavier concentration of farming units in the 
smaller sized groups Generally speaking, m primitive and 
embryonic economies, the density of rural population is rather 
high with the result that the size of the holdings is reduced to- 
uneconomic dimensions Other factors also responsible for 
determining the size of unit, are dealt with below 

Employment Opportunities The next important thing is the 
range of employment opportunities, especially in rural areas. 
Farmers and rural people are rather home sick and stay at home, 
-K’Ab. tiw. swf&V* *Av 2A dio twA W vnvptojTZAvA wpr 
portunities in distant urban areas to which they may have to 
migrate If other employments offering higher wages and better 
working conditions attract a large part of farm labour, pressure 
of population on land may lighten and the size of the unit grow. 
The working force, when drawn away from agricultural en- 
terprises to other regions, permit the farm size to grow In fact,. 
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urban earnings are usually higher than rural ; still one finds, es- 
pecially in the backward and the primitive economies, that the 
farmer does not usually take advantage of wider employment 
opportunities in urban areas, stay-at-home because of his stay-at- 
home habits. And the survival rates of farm population are 
higher than of the urbanites. Consequently, even if migra- 
tion takes place urbanwards for better employment opportuni- 
ties and higher wages, the size of farms would tend to be re- 
duced by the operation of the laws of inheritance and succession 
in course of time. And with the rise of urban income, a declin- 
ing percentage of it is spent on food and other farm articles ; 
parity between urban and rural conditions is not easily 
attainable. And then, the increasing use of labour-saving de- 
vices and machines has also been responsible for unemployment 
in .rural and urban areas. Lastly, the rate of migration urban- 
wards is hardly so effective as to reduce the pressure of popula- 
tion in rural areas •, hence, the size of the farm has not grown 
with the widening of employment opportunities in urban areas 
alone. Still, the multiplication of employment opportunities in 
urban areas may be fruitful be as economic expansion is never 
in isolation. And if the process of growth works in towns, it 
may create more employment in villages. An analysis of the 
character of economic forces reveals that in the first instance, 
there is the pull which enables a farmer to leave the farm ; ip 
lean years, more people are pulled to cities, in the hope of earn- 
ing good income there, and the prospects of being able, to live 
better : as farmers they are under-employed. This flow is, there- 
fore, mainly occasional, depending on circumstances not of a 
permanent nature, and this by itself could not enlarge the farm 
size. Then, there is the push which forces the surplus to seek 
employment in adjacent towns, especially when mechanisation 
takes place or when the size of the holding reduces itself to such 
an uneconomic character that none would benefit by clinging to 
it peasants prefer to become town labourers, instead. This 
pr;ocess is rather painful, still it may increase the size of the 
holding, incidentally. 

Land Tenures. The next important determinant is land 
tenures, as they influence the size by regulating the “right to the 
use of land” as among the tenants, labourers, croppers, peasants 
and landlords. If all peasants retired in favour of more efficient 
farmers, the size of the holdings may increase considerably as 
more land is transferred to them. Probable it is, that agricul- 
tural output and national income may as well be increased but 
this is a doubtful advantage as against precipitating unemploy- 
ment and its social evils. In general; rented farms are much 
larger than owned and share farms. The farms, that are culti- 
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vated by tenants, are usually large And as tenancy increases, 
so also may the size of holdings, though judged from another 
point of view, the increase of tenancy is not desirable Usually 
peasant proprietorships tend to shrink in their evolutionary 
form But more of this later Noficeable is the fact that 
holdings when cultivated by peasant proprietors are usually 
smaller, while those cultivated by hired labour, but owned by 
the landlords, may be big, and hence economic in their 
character It may be stated that land tanures are changing, so 
their effect on size of holding is dynamic, m consequence 

Operating Units Operating units are distinguished from 
agricultural farm In agriculture, the operating unit is 
usually one actually under the plough, and often the unit of 
cultivation for the family This implies that this unit of 
cultivation may vary from family to family if it is to conform 
to the best standards of cultivation The prevailing size may 
be determined by the size of the family But this need not 
hold universally true, because the family is only able to 
determine the size of producing unit when they could afford 
to buy a larger farm, as they expand Still, one thing seems 
clear , the landlord’s estate, too, tends to be split up to conform 
to the size of the operating unit , if the operating unit is 
large, the holding may also be large enough for the operating 
unit But if farm operators are few, the producing units 
may also be small, even if it were originally a big estate 
owned by a big landlord This is what generally happens 
But it is possible that there may be exception to this for with 
greater mechanisation, the same small number of operators 
could till a large estate Hired labour is usually more costly 
than the labour supplied by the family Institutional arrange- 
ments, undoubtedly, play a significant role in the determination 
of the operating unit, and they are to be taken into account, 
too But if the farm reaches such a stage of evolution that it 
must engage more hired labourers, there would be a change in 
its size, so as to bring about a fuller exploitation of the 
operating unit An important fact in determining size of the 
farm, in this connection is the extent to which the farmer is 
able to afford the out of-pockel expenses of a cultivation 
programme that he undertakes 

Distribution oj Wealth It is sometimes said that the lack of 
capital is the mam determinant of the size of producing unit 
True, that a larger majority of the farmers would cultivate 
a bigger unit if they had the resources and capital to be able 
to buy more land or add to the plots If they had credit 
or borrowings to supplement their own resources they could 
enlarge their holdings But another point is the capacity and 
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the efficiency of the farmers to operate upon large farms. And 
if they lack these they would lose by expanding their business 
or enlarging its size. And it could also be said that most farm 
families do not have accumulated sufficient resources to do so, 
as in the past they did not use their resources, capacity and 
efficiency in the best possible way. This is a cynical view for 
the farmers usually work harder in the face of falling prices. 
It is, therefore, the distribution of the national dividend that 
determines even remotely and indirectly, the size of producing 
unit. But one thing to be reckoned is the enhanced demand 
for land when all farmers prefer to enlarge their unit of 
production : land prices may become prohibitive for an ordinary 
farmer, so that ultimately very few farmers may succeed in 
their efforts to enlarge their cultivating units. Reasons for the 
persistence of the small unit of farming are keen competition 
and rising land prices so that farmers find it hard to enlarge 
holdings. Even with high capacity and efficiency they 
may not be able to bid high for lands they want, because of 
prohibitive prices. Credit could take the place of cash but 
it is not facile especially in farming. The small farmers, who x 
actually need it, do not have any good security to offer for the 
same. They are in a vicious circle ; their earnings and profit 
margins are low as their farms are small and their farms re- 
main small because they are not able to buy more land. And 
they are unable to borrow for obvious reasons. Thus in the 
ultimate analysis, the size of the farming unit is ‘^determined by 
the distribution of wealth and national income. 

Historical Factors Day-to-day. Mostly, the sizes of farms 
are not adjusted to the day-to-day situations due to historical 
and evolutionary reasons ; they lag behind economic forces in 
all spheres of economic activity, agriculture being no excep- 
tion. In this field, in particular, the result is that the size of 
the farm which may have been large enough in the past shrinks 
considerably as several historical factors become operative 
in the course of economic development. If the economic units 
are created they could not retain their size. Several other 
forces, e.g. the development of industry may play their part in 
bringing about shrinkage of farms. Similarly, the growth of 
the new towns and the expansion of the existing ones may also 
influence farm dimensions in one direction or another. Land- 
lords may be reduced to the status of peasant-owners, while 
peasants may become tenants and the tenants mere serfs. And 
all this transformation is brought about because of agricultu- 
ral and economic fluctuations. Other factors and forces may 
also operate in a similar direction or in an opposite one. It 
is possible, that the march of time gives a different turn* to 
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these forces This point need not be laboured, still this dyna- 
mic factor determines the size of the producing unit in the 
course of time 

The Management Factor. Indirectly, but significantly enough 
the factor of management also influences the size of the farming 
unit The fashion in the economic organisation is the dele- 
gation of management In the estates, which are large enough, 
this divorce of functions may take place only because it can 
be afforded and is profitable, too A smaller peasant could 
not go ahead with such a venture lie may not be able to afford the 
delegation of the management function to somebody more 
qualified and experienced than himself And diversified 
farms, as pointed out elsewhere, are highly complicated orga- 
nisation, with the result that the farmer-entreprencur-labourer 
may not even venture forth to expand his business, for if he 
did, it may be beyond his capacity and efficiency to manage it 
successfully Even if he plans to engage a hired manager, 
there must be complete understanding and good grasp of his 
business, before it could be entrusted to him Still, the factor of 
management is not a restrictive influence in this direction, 
even though the farm may be treated as a department where the 
management functions have to be reintegrated by a hired mana- 
ger Usually, it is other restrictions limiting the size of the 
farm ^nil then, admittedly management, need not operate 
towards expanding the farms or enlarging their size To this 
must also be added the capacity of machinery and power 
appliances, installed on a farm The size, for which the instal- 
lations have been made n another restrictive influence, for it is 
difficult to expand, proportionately, the mechanical equipment 
and tile power resources Farms may be too small to use one 
type of tractor, and too large to use a smaller one , and there 
may not a type which suits the size of the farm Closely relat 
ed to this is the capacity of the crew workers , it may be diffi- 
cult to find more workers Farmers may like to be as much self- 
sufficient as possible, for experience is that dependence upon 
outside resources in point of labour and power may be slippery 
and also cause harm to them It may, however, be pointed out 
these difficulties are being overcome now 

Economies and Types The last set of forces and factors 
which determine the size of the farms, relates to economies of 
scale and farming types, to which the size must conform in 
Order to be productively optimum In this connection, it may 
bfc pointed out that scale is the best which is the best utilized 
ih the production undertaken, and hence best suited Still, 
tkere are some economies of scale, that could only can be 
realised if the unit is fitted with the capacity of labour and the 
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equipment on the farm. This is the guiding principle in this 
matter. More important are the gains as secured from specia- 
lisation in labour and management, and the improved methods 
■of production ; and the larger producing units are likely to reap 
all these advantages. Still, equating the unit of management 
to efficiency and capacity of the factors of production on the 
farm may also be possible on the small farms : probably that 
is why the large scale is not so widely prevalent in farming, 
as in industry. Varied are the types of .farming. Certain 
products may lend themselves more easily to the adoption of 
the standardised methods of production, or to a fuller utilisa- 
tion of the bigger equipment. In the case of diversified farming, 
for example, the problem may be one of the nature of cropping 
and other agricultural ventures, being adjusted to the size of 
the farming unit, and vice-versa. This point needs to be appre- 
ciated in its proper perspective and no generalisations hurried- 
ly made. The determinants of the farm size, it must be clearly 
understood, are many and several are the forces, operating in 
■different directions with varying pulls. In short, the more 
important factors may be listed, such as the employment oppor- 
tunities, the distribution of wealth, and, above all, the histori- 
cal-traditional mores. 

Size and Scale. The size and scale of farming has 
some significance, not only for individual enterprise put also 
for the national economy as a whole. Starting with some 
preliminary consideration into the economics of scale, the 
section underlines the role that input factors play in farming, 
with special reference to the subject in hand. But this 
discussion would be complete only if it is with reference to 
investment units, which also determine the range of benefit 
that the producing unit may derive from the scale of enter- 
prise. Then would be examined its annual costs for accoun- 
tancy purposes, as providing a basis to assess their relative 
benefits. Next are analysed the pros and cons of the large 
scale v. the small scale farming. The optimum scale of 
farming, (what it should be and how it should be determined) 
follows in its economic significance. This discussion round off 
■with an analysis of the scale of farming. 

Economics of Scale. Most farmers are satisfied with the 
size of the farm they have been operating for they get adjusted 
to it. But the economic factors relevant to the scale of farming 
have to be understood. One must be aware when farm work 
can be done faster. This may be because of labour-saving 
machinery increasingly employed on farms. Farms are, there- 
fore, likely to grow large due to the better availability of" 
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equipment Another point relates to the amount of help 
available to the farmer The social changes since the last 
century have been remarkable in economic aspects The 
composition of farm population has been both a cause of the 
«izeof the farms, as also its result, for some changes have bee 
brought about by the different sizes of farms This economic 
\ lew may be summed up by saying that a large size makes 
greater demands upon equipment, and may not be after all a 
self sufficient one , while if it is the small scale, the pertinent 
problem is related to the intensity of the labour use there 
Some economic aspects have been underlined Still, it remain 1 ' 
lo be added that farm size may not accord with the economic 
aspects , being too large to be manageable and to be of the 
fullest use Another possibility is that the size may be too 
small to be economical Usually are discussed its two different 
aspects, the large and the small scale, the two extremes, al- 
though there may be several intermediate sizes, such as the 
mddle sized farms or the tiny plots, etc 

Input Measures Next are discussed the input measures 
for without their assessment it may be futile to go deeper 
into analytical aspect The size is usually defined in acres and 
other such prevalent measures of area in the region under 
consideration But such a measure is not without defects 
Farms, like factories, have a high turnover of feed and labour 
and other variables, and may be unduly large as against others 
What is actually needed is an over all measure of the factors of 
production that enter into output, which, it may be observed in 
parenthesis, is the resultant of capacity and efficiency On the 
ordinary cultivation farms, several input measures may be 
combined Poultry farms may be measured in terms of the 
number of layers while different types of the cattle farms in 
terms of productive animal units And the output of the tilling 
types raav be designated into crop and produce bushels Simi- 
larly, man-labour may also be used as an input measure, and 
the scale m terms of productive man work units, also alterna- 
tively spoken of as its labour requirements 

The Investment Units In investments an acceptable measure 
is available This takes stock of the total investment, on a 
farm This would include the value of all the buildings, the 
livestock, the machines, and the equipment all evaluated in 
terms of money or reduced to capital In other words, it is the 
same as farm capital It may be pointed out that this is a 
better measure of value than gross product for reasons of 
clarity If we were to take the gross product there may be 
difficulties arising out of crop failures and other disasters, while 
this measure is more or less stable Also, it may give us an 
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idea of the correct farm size, for in certain small-scale farms, 
there may be over-investment which may mean that the size of' 
the farms may look to be large if assessed in this measure. 
Thus the large-scale farms, if under-invested, may appear small 
scale. All calculations of the scale may be upset, if the invest- 
ment measure alone were used for comparative purposes. 

Annual Cost Basis. This is an improvement on the above- 
mentioned basis. It is considered as an overall measure, 
though complicated and requiring accurate application. Land 
is included on the basis of the interest plus depreciation and 
unkeep; this may provide us with a basis for gauging the scale- 
of the farming enterprise, for the usual concept of the scale is 
with reference to landholding. The other basis, rough measure, 
is the annual cash rental of the farm. Farm machinery, likewise, 
may be calculated on the basis of the interest and the deprecia- 
tion plus the upkeep. This measure correlates most closely- 
with the annual inputs: it reckons total investment or working 
capital, is easier to calculate, and probably the best. Even the 
annual inputs do not allow for an element of management costs 
for different types of factors in respect of their different inputs. 
One word more. It should be evident that all the above sug- 
gested measures are used for making comparisons among farms 
at the same price levels, because in the case of different price 
levels, the same measure could not be used: comparisons would 
be wrong, unless over a period of time, when correction has to- 
be made for the changing prices by index numbers. 

Large-scale Farming. For reasons of expediency, only the 
two extremes, the large scale and the small scale, should be 
discussed.- The merits of the large scale in the agricultural 
sphere are similar to those obtaining in the realm of industry. 
There arise the commercial, financial, as well as technical and 
managerial benefits. The large-scale farmer has superior 
bargaining power. This is not a mean advantage, for he has. 
often to buy and sell produce and other supplies in bulk. His 
superior bargaining power puts him at an advantage in the 
matter of obtaining credit. From the merchant’s point of view, 
it is more convenient to buy and sell quantities in bulk and for 
this reason he does value his custom with the large-scale farmer. 
Thus there are savings in the matter of transport, handling, 
packing and book-keeping, which may be of a large and signi- 
ficant character. With larger quantities of produce, the farmer 
is able to initiate its grading which is useful in respect of 
marketing. Again, the farmer could also secure economies of 
scale in the financial sphere, and borrow larger sums of money 
at cheaper rates and more easily. This means that he could 
avail of the best opportunity of buying his goods at thfc 
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cheapest rates* with his easier financial resources, flowing fiom 
a better utilisation and fuller exploitation of the machinery 
and the supplies, used in the process of production As the 
size of the farming enterprise enlarges, the ratio of investment 
(of sunk capital) to total costs lowers Thus capital could be 
invested liberally m farm buildings, fences, roads and ditches 
-which may be so necessary for more efficient farming And then 
the land area occupied by immobile equipment may not remain 
so large as to discourage the farmer from investing his land in 
these capital ventures Thus the fixed overhead expenses are 
reduced to a low percentage in the sphere of agriculture The 
large scale farmer could also afford to ,nstal better and more 
expensive machinery on his farm and employ experts Also 
the mere fact of the large scale invests him with larger profit, 
even if rate per unit of output were low He could, therofore, 
adopt such systems of farming as may yield a low return per 
■unit of output Profitable opportunities are increasingly avail- 
able on larger farms He could make certain "experiments", 
which the small scale farmer could not afford to do But the 
most significant advantage which the larger scale farmer enjoys 
over the smaller farmer is that more opportunities exist on 
larger farms in respect of better exploitation of productive 
factors and expert skill Division of labour could be introduced 
with good results Most of these advantages t above-mentioned) 
however, are of a potential nature and are often neutralised by 
the disadvantages incidental to large scale of farming In the 
first instance are the limitations of the division of labour on 
the farming enterprises (To these reference was made above 
in chapters on labour and operation) The hazards, the incle- 
mencies and the uncertainties of nature prevent a wider appli 
cation of the division of labour except with grave results All 
his calculations may be upset In agriculture limited possibili- 
ties and potentialities exist in respect of the employment and 
-utilisation of power and equipment, expensive machines may 
not find full time employment either Diversified farming is 
another handicap Also enlarging the scale of the farming 
■enterprise, tends towards extensive farming, which means in- 
creasing the role of land as contrasted with that of capital 
This may neutralise certain advantages of the scale There 
may not be contiguous plots of arable land Again the biologi 
■cal nature of farm enterprise is another handicap, only remote 
control is exercised over plants and animals and many Unpre 
dictable and on the-spot decisions have to be taken This is not 
possible on the large scale farm And finally, large scale farms 
may have little continuity There is the persistence of family 
farming, a large estate is most likely to get split up, this lack 
•of continuity is not conducive to the healthy growth of stable 
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farming in accord with long-range programmes and planning. 
In short, the large-scale lias both advantages and disadvant- 
ages. 

Small-scale Farvis. Small-scale from is the usual type in agricult 
•ural countries; in fact, even the large estates get split up. Reasons 
for the tenacity of the small scale have to be underlined. The 
problem is examined not only from the economic angle but also 
from the non-cconomic one, which in all agricultural calcula- 
tions counts for much. The emphasis in production is on the 
more intimate care and personal attention and this is what 
•distinguishes farm production from the other types of pro- 
duction. The quantitative intensity of the small scale of 
farming enterprises is a fact. The second advantage lies in the 
family labour being more flexible than the hired it can cope 
better with the small scale. Farm work could hardly, be routi- 
nised, hence larger scale may be less productive than the smaller 
one. Therefore, it is that small scale goes with family farm- 
ing, as the reliance of the family workers on this system is 
•complete; the gain from personal and intimate attention may 
be more than the loss from the inability to use mechanical 
equipment. The rates of output, are measured in terms of 
•crops per acre, or the yield per cattle. Thus, these rates have 
no relation to the scale of farming. There seems to be no 
reason why the scale of farming may predetermine the rates of 
•output. Crop yields do not depend on acreage alone but on 
the quality of the land under cultivation, the type of the seed 
sown, the degree of manuring and the nature of the cultivation 
process. Crops and cattle respond to individual in that the 
yields from productive enterprises could be raised even in small 
scale farming. Smaller farms being more intensively cultivated 
than the larger ones their productivity per unit of cultivation 
may be higher. Also, the smaller scale is better conducive to 
satisfying land hunger, as units of cultivation are small, and 
range of distribution of land very wide. Lastly, small farming 
■units are more efficiently operated because of the greater effici- 
ency of the management factor and better exploitation of farm 
resources. But there is the seamy side of the picture, too. It 
may be noticed that there are certain serious commercial dis- 
advantages The smaller farms are not able to offer regular 
supplies, and in bulk* to the market, with the result that they 
are at the mercy of the merchant and the dealer. Thus they 
suffer in point of business of selling and buying. It is claimed, 
however, that the disadvantage could be nullified with co-opera- • 
tive and joint action on the part of the farmers. Growing com- 
petitiveness in farming becomes a serious handicap, which in 
the matter of products selling on non-competitive basis, may 
not operate. Thus the smaller farmer suffers from marketing 
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disadvantages Again it is said, that the small-scale farmers 
have low staying power and in the times of depression, they are 
the first to collapse and undergo debts The financial resources 
of the «mall farmer being limited, he is incapable of making any 
experiments as regards progressive practices, as his is the subsist 
ence scale of tillage To these may be added the other points, 
noticed above in favour of large scale of farming Still, it may 
pointed out that the small scale of farming is the first ambitious 
step in the social ladder Ownership must start with the small 
scale, to pronde him with some training and experience The 
fact remains that the small farmer has survived all attempts to 
swallow hun Also, the bulk of the small farmers, though 
concerned with production for market, do not act out of the 
profit motive Secondly, efforts are being made to reduce to a 
minimum (by state action expert advice, and co operatives) the 
disadvantages of small scale 

The Optimum Units Tins analysis is mainly from the 
economic angle still some extraneous considerations maj enter 
into the discussion From the economic point of view, the opti- 
mum is an aspect of the combination of productive factors, and 
depends on the economic equilibrium Some of the factors of 
production are indivisible units, with the result that the sire 
(optimum) would be determined by the ratios in which the 
divisible and the indivisible factors could be fused m produc- 
tion The farming units should be large enough to fully 
exploit the factors of production, and (mdre particularly), the 
expensive ones amongst them Theoretically speaking, the 
units of land are highly divisible, but this is true only of the 
new lands, available in abundance , but not of those with 
established agriculture Also, the size of the producing unit 
is generally beyond the control of the operator, for neither 
could he increase it hor reduce it except by selling a part of the 
same to another farmer Hence, to all intents and purposes, 
land is a fixed and an indivisible unit Similarly is labour , 
and seldom does a single farmer manage the show Family 
labour may not fit in with the requirements of his farm Hence 
the optimum size could be one, large enough to provide full and 
whole time employment to the farm family of the farmer, or at 
least good living to them Capital has a large variety Some 
form of capital like seed are capable of minute sub division 
which others like machinery are not at all divisible The mote 
expensive forms of capital and equipment are often indivisible 
Hence the optimum unit should give full employment to the 
indivisible forms of capital and equipment, otherwise the over- 
head costs continue to burden the enterprise Usually farmers 
Overcome this difficulty by hiring the expensive equipment or 
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co-operatively owning it. For the employment of the more ex- 
pensive type of machines, they find their holdings too small. 
The above considerations lead to some definiteness about the 
minimum optimum size which may provide whole-time employ- 
ment to productive factors as also exploit all resources and in- 
vestments to the fullest possible. If this be not possible from 
the point of view of one single farm enterprise, a number of 
them should be so integrated as to give the widest scope for 
their utilisation. Regarding the maximum optimum, one may 
consider the business management aspects. In the case of fami- 
ly farms, the upper point need not be above the capacity of the 
individual farmer and his family. (These farmers vary greatly 
in their individual managerial efficiencies.) But the possibility 
is that the effective size may be enlarged by means of co-opera- 
tive farming. Large-scale farms could have several smaller cul- 
tivation plots. 

Economic Significance. Capacities and efficiencies of diffe- 
rent operating units have a relevance to the problem in hand. 
Management, as far as the farmer is concerned, is rather intan- 
gible and does not permit of measurement in any exactitude. 
Still, management does fit with other productive factors in 
order to derive the best out of the same. In the combination of 
productive factors, the important thing is their utilisation ; 
this raises the question of the size and scale of farming. One 
thing that needs to be appreciated is that no two agricultural 
operations are alike or repetitive. And the other distinctive 
feature is that farm work requires intimate supervision by the 
farmer-entrepreneur. That is why the small scale has persisted. 
Through the economic struggle, farmers raise their efficiency, 
thus eliminating the misfits. While no generalisations could 
be made, the aim should be the attainment of the optimum 
size. There are variations in the optimum size which may not 
be same on all farms. And there are also technical hindrances 
to expansion of farming business. Making adjustments to this 
size is an issue to be looked at from the economic point of view ; 
the small-scale unit is more significant than the larger one. It 
is a more prevalent size and one that gives the largest amount of 
employment. But the small scale differs from locality to 
locality and from one farmer to another. Classification from 
another angle may be suggested; subsistence farming, family farm- 
ing, surplus farming and optimum farming, This classifica- 
tion tends to relate the size to the means and the earnings of 
the farmers. Subsistence farming gives only bare subsistence 
while the family farms provide employment also. Surplus farm- 
ing implies some amount of profit, and optimum farming is 
described above and is goal in all cases. 
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The Scale of Farming The economic trend should be to- 
wards optimum size, which is difficult to define, md differs 
from locale to locale In certain localities, the small farms 
stand at an advantage with respect to the supply and demand 
of produce, and tend to be preferred to the larger ones Second 
ly, it may be that the optimum depends on the number and 
the quality of the labourers operating farm machinery If less 
labour is available, the limits to mechanisation may be reached 
early and the small scale very likely prevail, while if labour 
position be relatively easy, the larger scale is probable Also 
the character of the farm enterprise influences the scale, as in 
diversified, farming The scale is selected with reference to 
advantages sought out of diversification and its type Usually, 
the larger fauns may be able to reap greater advantages from 
mechanisation and specialisation than the smaller scale, but 
this is no general rule either Fourthly, the more intensive the 
system of farming, the larger is likely to be the labour force 
recruited and the greater the quantity of the equipment employ- 
ed by the farmer On the other hand, the more intensive the 
farming system, the more intimate his supervision This means I 
that both the forces are limiting each other with the re'ult ] 
that the size may be fixed somewhere depending on the re»ul 1 
tant of the su pent ston needs mA the supervisory capacity of the 
farmers And then the greater the difference m the skill of the 
master and his men, the larger may be the scale. This, gene- 
rally, holds in industry as well as in agriculture If the 1 
labour force is totally unskilled he mostly concentrates on the 
managerial aspect, and prefers managing things to becoming 
a participant himself He need not be a tiller but a director , 
the smaller scale may then be discarded The larger-sized farms 
prevail mostly in plantations and horticulture, where condi ^ 
tions favouring the larger scale are to be met with 

The Unit of Organisation This section focusses attention 
on the unit of the farm organisation, which may not fit in with 
the farming but matters in all calculations On what const- ] 
derations does the unit of organisation depend ? To what 
extent does this unit correspond with that fof farm production ? 
And how does the correspondence between the two lead to the 
optimum being realised on a farm ? AH these things have 
ta ha ad judged in their proper perspective Here is discussed , 
the problem of the organisational impact on the size and scale ’ 
of the farming enterprise and the utilisation of the mechanical 
appliances Iheemployment possibilities of machinery alone do ! 
not matter but also their fullest utilisation In what proper- l , 
tions they should be combined is another aspect of this analysis. 
The social viewpoint, which in agricultural pursuits, is quite 1 
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important and outstanding ranges next in the discussion. Ano- 
ther question is the potential of diffused management in agricul- 
tural sphere, with special reference to the problem of equating 
organisation to the scale of farming. This is significant, for 
the simple reason that the organisational aspects are now- 
receiving greater attention than ever before, especially in the 
advanced regions, which, at least qualitatively speaking, far 
outweigh the under-developed East and Middle East. 

Difficulties of Analysis. Two sets of units have to be 
equated to one another, the unit of organisation to the unit of 
production, in order to obtain the best results. The unit of 
production tends to vary with circumstances and ti is not easy to 
fix upon the average unit or the “ representative ” unit in the 
Marshallian sense. In the second place, it is difficult to define 
the unit of organisation, as determined by several factors includ- 
ing the producing unit, and still more so to give its exact size. 
In fact, the optimum unit aims at the fullest exploitation of the 
productive factors. Judged from another angle, the correspond- 
ence of the unit of production to that of organisation is 
another factor in fixing upon the optimum unit. Thus the 
unit of production should be the resultant of organisation and 
output. Other extraneous factors may have to be taken into 
account', the social institutions, the aptitudes of the peasant and 
the rural framework. These may, however, be ignored here 
though they play an important role in farming. Certain other 
“economic factors”, which do not admit of correct measure- 
ment may be ignored too. For instance, the problem of the 
resources of the farmers and the community and their contri- 
bution are other problems. This analysis is of a qualitative 
nature, hence could not be precise in exact measurement, but 
therefore, confines itself to tracing economic-organisational 
tendencies. 

Equipment and Machinery. It would be pertinent to inquire 
into the implication of the application of equipment and 
machinery from the viewpoint of the unit of organisation. 
Their fullest utilisation is a basic prerequisite of the optimum 
size ' and this is true of the unit of production as well as of 
the unit of organisation, for as optimum production aims to 
utilise machinery to the best advantage, the objective of 
• organisation is also the same. Usually, very expensive 
machinery is not used unless the organising ability of the 
manager ■warrants it and the nature ofprodution demands 
it. Possibly, in the present state of technical knowledge, 
different sizes of machinery may be available ; still, all the 
sizes may not conform to the production unit. This is where 
management steps in, for the manager has to select machinery 
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suited to production Still, another question is would a 
greater utilisation of machinery and equipment compensate 
for the other disadvantages arising out of the enlarged unit 
■of production. Usually, the application of big mechanical 
appliances is more suited to larger farm* rather than to smaller 
ones It may be restressed, that it is not machinery alone 
that determines the unit of organisation, but machinery, 
labourers , land and equipment, all these shape the unit of 
organisation, which therefore, is a composite unit The banc 
unit of organisation vanes from place to place, with respect 
to the utilisation of equipment and capital Greater stress is 
laid on the utilisation of machinery, but because it represents 
the largest amount of fixed and overhead costs Hence is stress- 
ed the role of machinery, for while other productive factors 
except land could be varied, it is these factors that have to be 
adjusted to machinery, which represents fixed costs of produc- 
tion The unit of organisation, judged in the light of this 
analysis is the farm, which man and equipment are able to 
manage efficiently with a view to maximising production In 
this view, the application of human labour is not rigid, bul 
the quality and the quantity ot mechanical appliance is given 
From the machine point of view, the unit organisation u 
capable of utilising the mechanical appliances to their fullest 
The significance of this lies in the fact that the increase in th« 
area of a farm could not be in small increments, but ir 
quantities added to the existing acreage if the economical 
exploitation of machinery is to be ensured The intensity of 
cultivation should conform to the exploitation of the machine; 
as well 

Rtgkt Proportion i Emphasis needs now to be shifted to thi 
.question of the right proportion of productive factors In th< 
first instance, there must be a balance as between the manage 
rial ability and the other factors of production, for an econo 
mic unit of organisation It is not possible to lay down an} 
rule m this connection, but there are some principles underly 
ing this problem While applying a certain given amount o! 
managerial ab'hty to land, equipment and labour, the law; 
of returns have to be taken into consideration, for the aims Oi 
wise management would be to neutralise Diminishing Returns 
if possible Too much managerial activity, invested on s 
small farm, would be mere wastage, for the profits may fail t< 
rise because of us defective absorption by other factors ol 
production On the other hand, too little managenalabihty. 
on the larger farms, raises expenses incurred on other factor: 
of a production, with the result that profits again fail to raise 
The advice is, therefore, that managerial ability must corres- 
pond with other productive investments in farming enterprises 
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As the number of the composite units (labour and equipment) 
brought under one management is increased, th'e average return 
for unit of investment may tend to fall, a"s also the average net 
profit, but this could also be neutralised by a balanced corres- 
pondence as between managerial ability and other units, and 
profits may again rise. What is required is adjustment between 
managerial ability and other units of production; and any re- 
tarding conditions are not only potent in reducing the profits’ 
but also increase the cost of agricultural operations of agricul- 
tural commodities and of farm produce. The size of the farm 
should, therefore, vary with the intensity of the managerial 
activity. The farmer, then, has greater inducement to invest 
and work. This analysis leads to the conclusion that the farmer 
extends his managerial and organisational activities to the 
point, where the extra or the marginal profit is just able to 
cover his marginal or extra costs of input, or what he consi- 
ders the extra costs of working and managing extra. It is obvi- 
ous, therefore, that there could not be one size of the farm 
which pays best, any attempt to generalise from various statis- 
tical data would only give a view of the existing farming units, 
or at best of representative unit, but not of the optimum size 
both from the organisational and productive points. 

The Social Viewpoints. All farming is to be adjudged not 
merely from the strictly accountancy or economic angle, but 
also from the social viewpoint. Bearing in mind variations in 
the efficiency and the capacity (and therefore, productivity) of 
the individual’ farmers, we may conclude that the management 
of the farms is desirable (frotn the social point of view) by the 
more efficient farmers. If more efficient manager-farmers alone 
were to manage farms, the obvious results would b 6 a better 
utilisation- of labour, equipment and above all land, the scarcest 
factor, they could manage things better in the present state, but 
also prospectively speaking. But another consideration is that 
what raises the efficiency of management may lower the quality’ 
of the labour force under minute management, which may so 
plan things in detail that very little scope is left for indivi- 
dual initiative. And under detailed management, devotion to 
the work, as in small peasants, would be lacking And that is 
exactly why the peasant-owners have been rather successful in 
their own farm enterprises. Certain kinds of farming lend 
themselves more easily to management than others, and in the 
latter types, the stress on good and efficient management would 
be misplaced, too. This means, incidentally, that these farms 
are the least amenable to larger scale agriculture. From the 
social point therefore, the question is^ should individual initia- 
tive have preference over dependence on good management? 

32 
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This js a tough problem Still, it may be pointed out that the 
answer depends on the relative effeciency of the two, for in 
certain cases it may be personal initiative that may carry the 
day, while in the other cases, it may be the efficiency of the 
management that may have a better way of doing the farming 
chores But before the final verdict, one must point to the 
diffusion of management, as far as the farm enterprises are 
concerned, for that analysis alone could complete the picture 
At this point, however, the social angle does not admit of the 
superiority of the management efficiency over that of personal 
stimuli 

Diffused Management Farm management is not the same 
as industrial and commercial management, it is diffused through 
the various details of farm work, but not delegated as the other 
types are. Under delegated management, the farmer is not 
much concerned with the details oT his work, while under 
diffused management, details arc not transferred to another 
person, the same manager has to devote himself to them Agricul- 
ture is characterised by diffused management, not delegated 
management As the size of a farm enlarges, there is divefriion 
of the farmer-managers’ attention from the details of farm work 
to concentration on general supervision As more and more 
details are delegated to hired managers, labourers and super- 
visors, work is not so well looked after as when the farmer were 
to manage the whole show himself This means that some of 
tiie details may even not be attended to by the supervisors who 
may grow slack In this respect, with the result that farming, 
which calls for very detailed and intimate attention, may be 
less efficiently managed it is here that the problems of manage- 
ment have to be tackled with an eye to everyday fluctuations 
and farming trends, hence the necessity of diffused and detailed 
management, and not delegated management Thus the ques- 
tion of the most desirable size of the farms is a function of 
efficient management which may be able to exploit the resources 
to the best advantage The manager’s point of view, therefore, 
is to balance the advantages of more efficient general supervision 
and management against losses in the execution of details of the 
work done with less of personal interest The conclusion appears 
to be that profits may be increased by the extension of manage- 
ment, but that production needs to be maxirtused as far as pos- 
sible That actions and decisions of farmers are not controlled 
by economic motives alone they are often directed by the social 
and personal satisfactions that the farmers derive from the 
pursuit of agriculture Often is the “loss” compensated by the 
social “gams” from self-directed actiwty The proper size of 
farming is a subject beset with economic, social, personal, 
technical, commercial, and even legal historical factors 
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The Dynamic Aspects. In this section attention is devoted 
to the study of the present trend and the inference therefrom. 
The best farm size is prospectively determined. A consideration 
of the economic and uneconomic holdings is taken up here! 
What distinguishes economic holdings from the uneconomic 
ones ? And then the last question is about the unit of produc- 
tion from the dynamic angle. This subject, though apparently 
narrow in range, is still significantly concerned with the prob- 
lem in hand, for the real study is its dynamic aspect, as the 
systems of agricultural production are fast changing and the 
result of the same have to be properly and correctly weighed. 

Present Trends. Current trends could be analysed in the 
light of the measures, suggested above. In the more advanced 
countries there is a shift to an enlargement of the size while 
the trend in the legislative sphere is to its limitation, so as to 
diversify distribution of farms among as large a number of 
tillers as. possible in the countryside and the rural regions. In 
the suburban and the urban areas, the trend is towards smaller 
size and an increase in the number of part-time and residential 
farms. On the whole, the shift is towards larger and bigger 
family-sized farms. But the trends may differ from country to 
country though the main trend is to the enlargement of the fami- 
ly-sized farms. But legislation is in the corrective direction, for 
the effort is to widen the distribution of the farm lands, .and 
of wealth and broaden the economic base of the social struc- 
ture. Another trend is also visible, and that is towards group 
and chain farming. These farms do not have the. cultivation 
process under a single owner, but have their ownership diffused 
and vested in a group. The chain system is also designated 
as integrated farming, its organisation is similar to that of 
the chain stores. A recent development is “factory farms” 
where agricultural production has been much standardised 
as in a factory. But in the embryonic and the backward econo- 
mies, these developments are conspicuous by their total 
absence, for their problem is that of making the size of the 
fauns uniform. The attempt is, therefore, in two directions, 
one in the direction of splitting up the large estates and 
parcelling them out in family farms, and secondly, to consoli- 
date the uneconomic farms. This leads to other aspects of 
the problem of economic holdings. It may, however, be 
pointed out that the problem in these economies is not a very 
complicated one, at least it does not appear to be so, in view 
of the fact that the aim is ' to achieve the best size in most 
countries. 

The Best Size. It is difficult to say categorically what 
the best size of the holdings should be. No optimum size 
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fits in with the variations m local condition, nor does it 
remain the optimum with the passage of time The * best 
size’ is the one, which is the practical optimum for the farmer 
This decision would also depend largely on the way and the 
method that he follows for changing the farm size A plot 
which may (more closely) correspond to his capacity and 
efficiency may be selected by him in preference to the one that 
he owns at that time, or more land may be rented temporarily 
with a view to experimenting in management of larger farms 
Another safer and better method would be to intensify the 
cultivation of land in order to obtain the maximum quantity 
of produce usually secured from a larger farm, this is an 
interim measure, as the farmer would buy another farm if 
resources permit Probably this is whv intensive farming is 
in vogue now, and also diversification of production The 
decision whether or not to enlarge his form is mainly to be 
arrived at m the light of the past data, with regard to output 
and costs , he can plan alternative budgets and then decide 
The only possible mistake is in respect ot his own capacity to 
manage and supervise a large farm, and therefore, it is best to 
discount a little the size arrived at by these calculations Also 
errors in the pre-estimates are easily corrected if the farmer, 
m the first instance, only- rents additional land, before buying 
it And it may be safely said that the only basis for the far- 
mer to decide about the best size is that of this past experience 
on the farm he cultivates On his present farm, it is advisable 
to expand operations both extensivly and intensively and also 
make them more diversified 

Economic and Uneconomic Holdings It is possible 
that large holding may be economic in that the full use is 
not being made of the whole of the land which the tiller 
of the 'soil has at his disposal This concept of the economic 
holding is at variance with that in common parlance A word 
of explanation is necessary in this context The economic 
holding need not be confused with the optimum one as in 
its various perspectives Nor does it utilise the resources to 
the best advantage, as in the optimum size The economic 
size would be that which pays the farmer’s way, it does not 
result in any loss to the farmer On the other hand, the 
un economic holding is un economic for the cultivator and 
results m loss to him Mostly, these holdings are small sized 
But this is not always the case, for the un economic holdings 
may be un economic being too large to be managed efficiently 
Too large a holding he cannot mandge the equipment and the 
labour are wasted away In this context, the fact is that if 
the holding is too large, equipment and labour are over 
worked, resulting in the operation of the law of the dimmish* 
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and the un*economic character of the holding is not determined 
by size alone, but also by the nature of the farming operation 
and income therefrom. The main test is : does the holding pay 
its way ? And judged from this angle, a holding is styled as 
an economic one. The small tiny plots are often “uneconom 
because they are not remunerative and often result in loss to 
the enterprise ; these holdings are liabilities for the farmer 
and may even eat up his assets. The management, too, helpless 
when his resources are drained by the uneconomic character 
of his holdings. But there is no rule of thumb deciding this 
matter. 

The Unit of Dynamic Production. The farmers to plan 
production have to fix upon the unit of dynamic production 
or the size of the unit in the perspective sense. This would 
surely depend on the character of agriculture, prospectively 
speaking, and the unit, the optimum one in the dynamic 
sense. The modern mechanical appliances are being used in 
the farming system. The implicit assumption is that as the 
farmers grow wiser and more trained and educated, and as 
the states and the planning authorities become more and more 
welfare conscious, the unit of production, dynamically speaking, 
would be the one which conforms to the optimum size. What 
determines the optimum size, also determines the unit of 
dynamic production. Farmers like to expand, but may not be 
able to do so in view of the hindrances to expansion. Whether 
in point of the intensity of culture, or in point of the extensive 
character of enterprise, there are some bottlenecks in the 
way of expansion and its achievement. In the first instance, 
farm buildings tend to be adapted to the size of the existing 
farms it would be difficult for the farmer to anticipate 
the course of dynamic progress as to be able to raise buildings, 
conforming to the anticipated size. But this is not insuper- 
able, as the possibility of adding more buildings or extending 
them is not ruled out, nor remote. Even in the underdeveloped 
countries, the difficulty of. adding more land without any 
buildings persists, but the advantages to be derived out of them 
get lost without production being at the optimum level; 
either. And then expansion may not take a compact form ; 
this even when the farmer aims at expansion, he may not 
be able to do so, for the simple reason that additional land 
(the most important productive factor of agriculture) may 
not be available, just adjacent- to his old farm. And the 
expense of maintaining two separate farms may neutralise 
the advantages of expanded production. If nothing else, the 
difficulties of management may multiply *, and these are im- 
portant factors in farming success. Another point is that there 
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may have come about such changes in the technical and the 
allied conditions as to make the same farm now economically 
suited to agricultural production But twice as large a farm 
may not be suitable Increase in the other factors of produc 
tion may not be very easily possible, except at more cost per 
unit of production Because of the utilisation of equipment 
and machinery, the farmer may not be able to reap the fullest 
advantage out of the machinery that he has already in his 
possession Machinery is seldom a divisible unit, hence the 
difficulty of proportionately increasing the mechanical 
appliances with a view to reaping the greatest advantage out 
of the same In the light of all these considerations, it may 
be pointed out that the expansion of the farming unit is a task, 
which is beset with difficulties, and one that is also hazardous 
The dynamic unit of production is quite difficult to attain, 
in view of the fact that the nature and character of the agricul 
tural enterprises may have changed The problem is very 
complex, indeed 

Summary To sum up, that the ground covered in the 
chapter, though narrow in its scope, has yet been significant in 
its contribution to the analysts in hand Starting with classi 
fication of the farmers and their modes of farming, the discus 
Sion related to the distribution and the size of holdings Sub- 
division and fragmentation of the holdings was discussed next, 
with remedies thereof In the section following this prelum 
nary one were explored the factors determining the size of the 
holdings In this connection, the density of population was 
considered in the next paragraph But on deeper analysis, it 
was discovered that the employment opportunities and the land 
tenures had an important influence on the size of the holdings 
And then the operating unit must be also in accord with the 
farming and the producing unit The distribution of wealth 
has a bearing on the size of the producing unit Historical 
factors were also dealt with in their proper perspective, for 
they have a determining influence on the size of the holdings, 
The management factor, as bearing the size of the farming units 
was analysed in the next paragraph and the whole sec- 
tion rounded off with an explanation of the various economies 
Arising out of the types of farmings in relation to their sizes 
and scales It is not claimed that the study is exhaustive in 
any respect still the main points were underlined The next 
section ‘Sizes and Scale” chose to delineate the main features 
of this problem First were examined the economies of scale, 
and then the measurement of various factors invested in farm 
business and cultivation Two input measures were suggested, 
the investment measure and the annual cost measure The 
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economic 'aspects of the large-scale and 'small-scale farming 
were then analysed : the small-scale being the prevalent type 
of farm or organisation. In the light of the controversy between 
the large-scale and the small-scale, was discovered the optimum 
unit of cultivation. The optimum unit is not fixed, it fluctua- 
tes with varying circumstance of different systems of farming. 
The economic significances of the same was brought out. What 
should be the scale of farming, was the next subject discussed. 
Then were thrashed various concepts of the unit of manage- 
ment. How the unit of management and organization varied 
with equipment and machinery was the subject matter of the fol- 
lowing paragraph. Nor was overlooked the social aspect, which 
is important. Diffused management was also underlin- 
ed in its special characteristics applied to agriculture. The dyna- 
mic concept of the size of the farm was defined in this section, 
with a special emphasis on the present trends. Attention was 
drawn to the ‘best’ size of the farm holding, which the farmer 
may take as practical one for his guidance. The question of the 
economic and the uneconomic holdings was thrashed with a 
view to finding what the economic holding may be, and eliminat- 
ing the uneconomic sizes. The section was concluded with 
a short but explanatory paragraph on the concept of the unit of 
production in agriculture, from the dynamic angle. The unit 
of production is more important from the viewpoint of progress- 
ing agriculture, rather than from the merely static and 
current angles. On the whole, the argument was built up to 
stress the need for the correct and the best size of the farm 
holdings, from the operational, the organisational, the invest- 
ment, and above all, the social views. 

Conclusions. Important conclusions emerge from this 
brief and rapid survey of the problems relating to the 
size of the holdings. In the first instance, a consideration of 
the farming unit led to the conclusion that it was a variant of 
the types and structures of the farming undertaken. The 
larger units were getting smaller by the process of fragmenta- 
tion and subdivision of holdings. In respect to the determina- 
tion of the farming units, it was held that land tenures were 
more significant factors. Other similar ones included histori- 
cal, and social causes. A distinction between the operating 
and the producing units revealed that the former was also an 
indirect determinant of the size of the latter Regarding size 
and scale, interesting points were raised about the “measure” 
.of the three suggested measures, the investment unit was found 
to be most suited to calculations in hand. An enumeration of 
the economic aspects of the large and the small farms brought 
to light the suitability of the small scale to the prevalent 
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farming systems, because of certain inherent merits. An “optim- 
um** size could not be precisely hit upon, still it could be said 
with so/ne exactitude that it should fully utilise the varied 
resources of production Another noticeable point regards the 
unit of organisation ns nearly the same, as the unit of cultiva 
tion, practically speaking Tfie difference, if any, concerns only 
the very advanced economies, where the management functions 
t f the farm have expanded In this context, a distinction was 
drawn between the pure management, the diffused management, 
and the delegated management it was conceded that delega- 
tion of management was not much of a practicability in agricul- 
ture, except on the * factory” farms , diffused management is 
the usual rule even in the advanced communities In view of 
this factor alone, the trend is towards the disintegration of the s 
large estates if not definitely towards the small scale Judging 
from the social standpoint, the small scale is being now favoured 
as the dominant form of cultivation From the dynamic 
aspect, the ‘best” size is the one, which accords to the needs, 
the types, and the characteristics of the farm operations, practic- 
ally speaking, but nothing definite can be said about the 
unit of dynamic production One important conclusion 
is that the unit of cultivation may be uneconomic, even if the 
scale of ccultivation is large, with estate farming, being practis- 
ed But the objective of economic policy and agricultural 
planing is to eliminate the uneconomic holdings and if posible, 
attain the optimum or at least the best size 
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This chapter discusses the main forms of tenancy, the 
“bane” of Agriculture. Tenancy still persists in a large part 
of the world, even though efforts have been made to exter- 
minate it and to raise the status of the tenants equal to that 
of the peasant proprietors. The subject is inexhaustible, still 
here are covered its main economic aspects, relevant to this 
discussion. Certain definitions and explanations of such terms 
as “Land tenures”, “Agricultural relations”, and “Tenants”, 
are followed by brief description of the modern land tenures. 
The copyhold tenures, the leaseholds, profit sharing, share 
renting and cost tenures would be described from the socio- 
economic point of view. The economic aspects of the tenancy 
problem is proposed to be discussed after an appreciation of 
various forms of tenancy and tenures. The reasons why tenancy 
has been on the increase are unravelled in the following 
paragraphs, while the influence of the expansion of the indus- 
tries underlined thereafter. An account of the impact of 
economic instabilities on the numbers of tenants and their 
quality is followed by a study of the effects of defective legisla- 
tion. How alienation of land or the restriction on its transfer 
affect the forms and types of tenancy is analysed in the next 
paragraph. The most important subject relates to Agricul- 
tural and Landlord-tenant relations, to be thrashed in the 
light of community relations, and institutions, and the social 
factors, to name only a few of the more imporant brought to 
bear upon the problem. The chapter would be rounded off 
with a survey of the main problem of the leases and the lessees, 
this is in the form of a review with some suggestions. Special 
attention is devoted to the improvement and the perpetual leases 
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social classes, have also an indirect bearing upon the economic 
structure of the village. But it may be pointed out that the 
various relationships in the rural sphere are governed by the 
fact of the possession of land, hence they originate -from land 
tenures, ownership and tenancy. 

Ownership and Cultivation. The cultivation of a plot of 
land does not necessarily mean that it is also owned 
by the tiller. In fact, as often happens, the two may be divorc- 
ed, somebody may own the land and somebody else may culti- 
vate. By “Ownership” is meant the right of the transference 
of land, and the right to sell it away. But, nowadays, owner- 
ship does not remain unrestricted, law hedges it , the landlord 
could not let his land remain idle, or fallow, as its produce 
influences the national economic trends, direct and indirect. 
Hence, ownership has been restricted in social interests. Again, 
the tenants cannot be ejected at the sweet will of the landlord. 
Often it does happen that ownership and cultivation do not 
go together. And between the owner and the cultivator, seve- 
ral intermediaries may intervene, much to determine agricul- 
ture and its productivity. If ownership and cultivation are 
vested in the same person, there would be incentive to do the 
best, but with intermediaries the incentives fade away. This 
is how the distance between the owners and the cultivators 
weakens motivation in agricultural production. Ownership 
may not involve cultivation and cultivation may not be accom- 
panied by ownership ; the two may be far apart. The gulf bet- 
ween the two determines the character of agriculture and also 
its prospects in the future. 

Landlords and Tenants. In this short paragraph are noticed 
landlords and tenants. Landlords may not be the cultivators of 
the estates which they may own jointly and singly. The land- 
lords may be the absentees who do not even visit their estates 
but are only concerned with their rent ; their interest is only 
in the income they receive ; they are not usually concerned 
with land improvement. Many intermediaries are there bet- 
ween the landlord, the tenants and the actual cultivators. The 
burden on the actual cultivator may be very heavy. There 
may also be the participating landlords, who claim a share 
out of the produce ; their share rises with better harvests. 
But this not all. These landlords would like their land to 
improve, for theirs is not a fleeting Interest, but a parmanent 
and living one. In the case of tenants, there are several classi- 
fications, depending on the strength of the right and the 
titles to cultivation rights. 

Modern Land Tenures. Occupancy tenants cultivate land as 
matter of right and cannot be .easily ejected, unlike tenants-at- 
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in particular The modern trends also are noticed in she 
last paragraph of this penultimate section 

Explanations This discussion starts with an intro 
ductory section for the explanations of various terms to 
he recurrently used in this chapter Most terms are borrowed 
from the legal vocabulary, without visualising the legal shades 
of their meanings Land tenures is recurrent m economic htera 
ture, and has to be clearly understood The descriptive survey 
also includes an explanation of such terms as owner- 
ship and tenures It should be borne in mind that the 
terminology is merely descriptive and not analytical The 
term“Land tenure" is used to cover the economic, legal, 
political and social relationships and customs which ire 
concerned with the ownership of land Actually, the reference 
is not only to an agricultural problem, but also to one which 
concerns itself with the non farming and the urban interests 
It is rather an intimate subject of land economics, than of 
any other part of Agricultural Economics But land being the 
most important productive factor in agriculture, this study 
is also important The economic implications of land tenures, 
rather than the social and political ones are stressed, even 
though the various issues are inextricable and could not be 
discussed in isolation In fact, land tenure is more of a 
legal concept rather than social and economic, and hence a 
function of the legal environment rather than the economic 
In this sense land tenures would involve a description of the 
legal and the social discussion, without a discussion of the 
bigger theoretical questions of Law and Politics The economic 
implications of the land tenures range so wide that the 
problem does embrace quite a few social and political Issues of 
which one has to take notice, in order to assess the problem m 
its proper perspective 

Agricultural Relations The term covers the relations as 
betweed the landlord and the tenant These relations are the 
foundations of rural sociology To build the rural society 
and reconstruct it, the b ise is provided by agricultural rela 
tions in the rural sphere Of course, in its broadest sense, the 
term, agricultural relations should not only cover such rela 
tions a' subsist between the landlord and the tenant but also 
between the creditor and the peasant debtor, between the 
different social classes in the village, and between the officials 
of the villages and the people But the last category of the 
relationships belongs to the administrative, the political sphere, 
and as such excluded from this survey The debtor creditor 
relationships surely have to be included jn the sphere of 
Economics And the relationships is between the different 
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social classes, have also an indirect bearing upon the economic 
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with land improvement. Many intermediaries are there bet- 
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burden on the actual cultivator may be very heavy. There 
may also be the participating landlords, who claim a share 
out of the produce ; their share rises with better harvests. 
But this not all. These landlords would like their land to 
improve, for theirs is not a fleeting interest, but a parmanent 
and living one. In the case of tenants, there are several classi- 
fications, depending on the strength of the right and the 
titles to cultivation rights. 

Modern Land Tenures. Occupancy tenants cultivate- land as 
matter of right and' cannot be t easily ejected, unlike tenants-at- 
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in particular The modern trends also are noticed in she 
last paragraph of this penultimate section 

Explanation: This discussion starts with an intro 
ductory section for the explanations of various terms to 
be recurrently used in this chapter Most terms are borrowed 
from the legal vocabulary, without visualising the legal shades 
of their meanings Land tenures is recurrent in economic litera 
ture, and has to be clearly understood The descriptive survey 
also includes an explanation of such terms as owner- 
ship and tenures It should be borne in mind that the 
terminology is merely descriptive and not analytical The 
term' Land tenure ” is used to cover the economic, legal, 
political and social relationships and customs which are 
concerned with the ownership of land Actually, the reference 
is not only to an agricultural problem, but also to one which 
concerns itself with the non farming and the urban interests 
It is rather an intimate subject of land economics, than of 
any other part of Agricultural Economics But land being the 
most important productive factor in agriculture, this study 
is also important The economic implications of land tenures, 
rather than the social and political ones are stressed, even 
though the various issues are inextricable and could not be 
discussed in isolation In fact, land tenure is more of a 
legal concept rather than social and economic, and hence a 
function of the legal environment rather than the economic 
In this sense, land tenures would involve a description of the 
legal and the social discussion, without a discussion of the 
bigger theoretical questions of Law and Politics The economic 
implications of the land tenures range so wide that the 
problem does embrace quite a few social and political issues of 
which one has to take notice, in order to assess the problem in 
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could not let his land remain idle, or fallow, as its produce 
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Hence, ownership has been restricted in social interests. Again, 
the tenants cannot be ejected at the sweet will of the landlord. 
Often it does happen that ownership and cultivation do not 
go together. And between the owner and the cultivator, seve- 
ral intermediaries may intervene, much to determine agricul- 
ture and its productivity. If ownership and cultivation are 
vested in the same person, there would be incentive to do the 
best, but with intermediaries the incentives fade away. This 
is how the distance between the owners and the cultivators 
weakens motivation in agricultuial production. Ownership 
may not involve cultivation and cultivation may not be accom- 
panied by ownership ; the two may be far apart. The gulf bet- 
ween the two determines the character of agriculture and also 
its prospects in the future. 
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will In this section arc underlined the characteristics cf 
modern land tenures, with their historical background, for these 
tenures are derived from the land tenures of the past A brief 
description of the old tenures, e g the copyhold, introduces us 
the present forms such as the cash rents, profits sharing and 
croppers, to name only a few Modern land tenures are very 
complicated and the issues rather confusing, still, this descrip- 
tion is exhaustive and relevant to the study in hand Land 
tenures relate to the amount of land titled by an operator,, 
different from the unit of cultivation optimum from the econo- 
mic point of view Below are described the implications of 
various land tenures, with referrence to the problem in hand 

Copyhold The copyhold tenure prevailed in England 
being the first to be introduced there DesCriptn ely, this is 
the system of a perpetual right to the use of land, with the 
proviso that certain payment is to be made to the landlord in 
accordance with custom In this connection, attention may be 
lotimed on the fact that the payments were made to the mano 
rial lord, and were regulated by customs of the manor The 
tenure was permanent , this fact p-oved to be of benefit to the 
copyholder, who could make improvements in land and also 
reap the advantages The rent, which was determined by 
the custofns of the manor, was nominal as compared to what 
other tenants had to pay, and what was prevalent elsewhere It 
could be described as nominal tenancy But this system is only 
of historical and academic interest, for it no longer prevails 
anywhere 

Leaseholds This also originated in England; the tenants 
hire land from the landlords on a certain rent The young 
farmer becomes a tenant with the expectation of improving 
his prospects But this must not be interpreted that the tenant 
wants to be an owner of land, he only looks forward to getting 
a bigger and better piece of land The reason is that the British 
tenant being well off, does not think of becoming a landlord 
During the course ot Industrial Revolution, there was also 
brought about a revolution in the methods of farming in 
England this led to an increase in the size of the producing 
and the farming units, to the enclosure of the common lands 
and the rise in the status of landlords, so necessary to the 
development of New Agriculture, which had be financed by 
large sums of money In this revolution the landlord swal 
lowed the small peasant who disappeared completely from the 
scene And to own both land and capital required huge resour- 
ces on the part of the landlord who alone could afford the 
investment Hence leaseholds became prevalent as the ordi* 
nary farmer found it more useful to stock his reserves rather 
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than whittle them away in the purchase of new lands, which 
process became extremely expensive. The farmers stocked 
their resources in the farms instead of purchasing the same, for 
the former course was more beneficial to him and cheaper. The 
position of the tenant is very much secured by Law, under 
Leaseholds. 

Corn Rents. This is another variation. This system was 
devised to meet the complications aaused by the fluctuations 
of prices of agricultural produce. Under these fluctuations, 
both the peasants and the landlords suffered. The tenant 
used to pay a certain amount of cash which was made equival- 
ent to certain fixed amount of corn. The system brought 
•stability out of price chaos prevalent in Scotland, where this 
system was in vogue. This corn rent was figured on the basis 
of what was described there, as the "‘farm prices of the county’ : 
the sheriff of each county summoned the jury once a year to 
examine certain witnesses and to fix the “fair prices” on their 
testimony, of the different grades of grain. During falling 
price, the system was generally prevalent in that country, 
simply as an insurance against fluctuations. In certain other 
places, too, this system was implanted, but, unhappily, 
failed to gain favour with farmers, landlords and tenants. An 
effective regulator of rents, this adjusted them to prices, both 
in the short and the long run, as agricultural prices were 
stabilised in consequence of the adoption of this system. 

Profit Sharing. Under this system, both the tenants and the 
labourers are paid a share out of profits earned on the farm, in 
addition to the regular wages. The payment of profits in 
addition to their regular wages is made, while alternatively, 
profits may be shared only and no wages paid. It is the litter 
system that is the vogue ; tenants are paid a definite percentage 
out of the proceeds of the year’s earnings. But since, it is 
difficult to assess correctly the year’s profits it has been criticis- 
ed as vague and is now dying out. But the bonus, or the 
addition to regular wages, has an advantage in that it may be 
used as an extra reward of the tenant’s or the labourer’s ability 
and industry. And when wisely administered, this system 
may prove useful to workers and farm produce ; it may mean 
ampler production and less, wastage. But it may be pointed 
out that profit sharing has taken many forms and could be des- 
cribed more as a means rather than a method. 

Share Cropping. This-is not an isolated system by itself, 
but a major type having several variations of-the same genus. 
Share cropping as understood, is’that system under which the 
crops or the farm produce is shared out between the cultivator 
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and the owner on a definite basis Thus the owner takes a cer- 
tain share out of the crop which is produced on the farm 
The tenant js not free to cultivate in} cfrop he pleases for the 
interests of the landlord are also involved in the produce to be 
raised He is not an absentee-landlord, but an active pirtici* 
pant and director of the process of cultivation which, of course, 
is undertaken by his tenant, but under his Guidance Its advan- 
tages are obvious, rents are regulated to the totil vilue being 
paid in kind rather than in terms of cash The landlord shires 
with the tenant, the agricultural fluctuations, in respect of 
prices and produce In India, particularly this system persisted 
till very recently, when the British rule introduced money m 
rural economy In the pre-British period, landlords used to get 
a certain share out of the produce on the “rented” farm , he 
shared in the fortunes of his tenant While this was so in the 
private sector, it was also extended to the payment of Land 
Revenue, which was paid to the State in kind, and thus auto- 
matically regulated according to price variations 

Share Renting The tenant has to share with the landlord 
both the expenses and the costs of cultivation, in this type 
of tenancy The system is prevalent in the United States and 
also in India This is preferred to other systems because the 
tenants have less cash and cannot pay rent And then from 
the tenant's standpoint, the risk is also less than it is in pure 
tenancy Many tenants do not have ample resources for cash 
rent*, which may be pitched high From the landlords’ point 
of view, the system is convenient, as they could supervise very 
closely the land they give on share basis, the general manage- 
ment remains in their hands This system is also alternatively 
known as Metayage or Bata (in India) It is usually the choice 
of the crops and the organisation of the field system that is in 
the hands of the landlord He benefits from better crops — the 
result of the joint labour of the landlord and the tenant And 
above all, the collection of rent is easier than m cash tenancy^ 
The share rent also automatically adjusts itself to fluctuating 
prices but not cash rents, which hit either the tenant or the 
landlord But it must be remembered that this system could 
only succeed if the land is under close supervision of the 
landlord, and not left entirely to the whims Of tenants 

Land and Stock Shares UndeV this system, the landlord 
furnishes a part of the livestock or his an interest m the 
livestock employed on the farm This is also a variation of 
share renting In general, the landlord supplies the land, 
the buildings, and the livestock to the peasan who in his 
turn furnishes the farm implements, the machinery and the 
labour which may be required for the farming operations. 
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The livestock may also be owned jointly by the farmer and the 
landlord, but this is not rigid, it depends on the contract, 
between the landlord and the tenant or the custom prevalent- 
in the countryside. Materials ' for making repairs are supplied 
by the landlord, while the tenant does the repair work; the 
working and maintenance expenditure of the livestock are 
borne by him, while the landlord supplies the same ; the 
other farming expenses, those for the thrashing, silage and 
cutting, are shared equally, while the dairy equipment is also- 
owned jointly. This method is in vogue in the United States. 
An inventory of the stock may be taken at the beginning of 
the tenancy and by the receipts shared by the terms of the- 
agreement or by the customs established in the region as 
also the recurring costs. The proceeds of the farm’s produce 
arc shared mutually by the landlord and the tenant as also all 
increments and decrements in the value of joint property. In 
the management of the farm, the landlord participates, for his- 
investment is high and the tenant is usually guided by the 
landlord, for this is to his advantage. This system admittedly 
is to the benefit of both the landlord and the tenant, and is’ 
also rather cheap. 

Cash Tenures. This system stands in contrast to share 
tenancy and ensures the payment of cash ’<<in lieu of rent 
payable to the landlord, who being away from the scene- 
of harvesting is too busy to attend to the farming work, and 
contents himself with accepting a certain amount of cash. Cer- 
tain experts are of the opinion that the tenants work harder 
and therefore contribute substantively to national agriculture. 
Be that as it may, one thing is conceded that the land under 
the plough gets exhausted sooner under cash tenancy than 
under any other system. Again, the labourer-tenant tries to 
get the maximum out of the land and this leads to a confusion 
between the landlord-tenant relations ; for the tenant who 
hires land for one year is keen to secure the highest possible 
profit in that year, with the result that the land is usually 
devoted to the cultivation of exhausting crops, the larger 
profits being secured at the cost of the prospective yields and ; 
profits. True, that certain regulations may be imposed on 
tenants, but it should also be remembered that evasion is 
possible as the regulations are much to the annoyance of the 
tenants. Then there also arises the question of compensation 
to the tenants for improvements made b.y them, but this is 
anticipating the argument below- 

Part Owners. Next are owners, who own land only 
in part. Ownership is joint and every one of the partners is 
an owner jointly with others. This form is still in vogue in 
certain countries of the East and the Middle East. The ten-' 
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ancy system may be described as joint ownership Land is 
the joint property of the clan or the tribe Some of the joint 
owners are not interested m cultivating land, but others are 
Each has a theoretical share which though definite is not locat 
ed nor alienable except to other shareholders and joint pro- 
prietors Cultivating owners are paid wag s for their labour 
while the others simply get a share out of the profits of enter- 
prise In addition to the cultivating owners, who get both the 
dividends and wages are also employed other tenants and labou- 
rers on contract This type of tenancy does not raise much 
confusion for most of the tenants are also the owners of land, 
though jointly with others Still the system, an indigenous 
form of co operation is pregnant with problems of tenancy, 
if a number of part owners are absentee landlords and sleep- 
ing partners only and not active and cultivating operators 
But seldom does this happen with part owners, in actual 
practice 

Croppers This is another form of share tenancy, but not 
•of importance in tenancy problems Under it no capita ) is re- 
quired for the tenant to invest in land The landlord furnishes 
land, tools, and buildings, and may under special circumstan 
•ces advance sufficient money to the tenant Cultivator for subs 
sistence while the crop is being raised Croppers labour hard 
to produce the crop The division takes on the basis of equal 
shares while the cropper also receives a free house and some 
times a garden for his family The croppers do not get any 
wages, instead they share the crop Under conditions of keen 
•competition among them the share is less than half In certain 
regions the croppers are also designated as the halves Sometimes 
they are engaged by merchants, who have large farms scatter 
od all over the country , hence supervision is not so detailed as 
in other forms of share tenancy, so that he is more or less in 
dependent and autonomous in his work 

Occupying Oioncrsktp Under this system the landowner 
is himself the cultivator of his lands The land tenure is the 
dominant system in most economies and regarded as the best 
Its special virtues emanate from the benefits supposed to be 
incidental on the system of private property Arthur Young 
has been quoted, times out of number, for his observations 
regarding the aphorism that ‘the magic of property turns 
sand into gold Property and its control are vested in the 
same person, whose personal interest, coupled with his econo 
mic freedom to till his land as he likes, is noticed in this con 
nection Monetary handicaps are there although it could be 
said that the peasant is also to reap the fullest out of the in 
vestments he makes And lastly the fam ly interests make 
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for the lack of continuity in the farming programmes.' There 
may be subdivision and tne fragmentation of the peasant’s 
holdings at his death, with the result that the size may be- 
come uneconomic one ; also the extra large size may not be so 
utilised as to enable the peasant to reap the fullest advantage 
for his subsistence, or to be remunerative to him either. The 
chronic encumbrance and burden ot the mortgage debts on the 
peasant proprietors needs to be reckoned with, as against the 
legislative efforts by the welfare states to improve his 
conditions. 

Economics of Tenancy. In this section are dealt the economic 
aspects of the tenancy problem. In general, it could be said 
that the tenancy has been on the increase, especially during 
the Great Depression. Agricultural instabilities have also 
been working in the same direction. Defective legislation, 
has been responsible to a great extent in bringing about an 
increase of tenancy and creating problems. It is also possible 
that the long-term leases and the annual agreements have been 
effective in complicating issues relating to the question of com- 
pensations and damages. Alienation of land has been a source 
of confusion: at least this has been the experience of the legis- 
lative effort in certain parts of India. The impact of land 
values, which may rise or fall, is also traced in the final para- 
graph of this section. But; before the main issues are raised 
here, a birds-eye-view is essential. 

Review of Tenancy. In tenancy, one feature is the divorce, 
both from the legal and economic view-points of ownership 
from cultivation. The landlord usually supplies permanent 
equipment and fixed capital and the peasant working' capital 
and labour necessary for working the farm. This is univer- 
sally true. Systems of tenancy could be grouped from the 
economic point of view on fourfold basis. First‘s classification 
could be according to various forms of the'payments to be made 
just as in the preceding section. Second , grouping is according 
to the degree of control exercised by .the landlord, so that the 
landlord-tenant relations are comprehended. Included in this 
form of tenancy are the systems of metayage, and share 
tenancy, in which the landlord does exercise a considerable 
control over farming operations. Legislative efforts have 
been made to regulate the distribution of control and to give 
the peasant-tenant sufficient autonomy in this respect. In case, 
the landlord wants to exercise greater control he must be pre- 
pared to make larger investments in the working and the fixed 
capital. Third are those forms which could be classified accord- 
ing to the length of the agreement, at one extreme are 
tenants-at-will, while at the other are those of a life-long 
duration, the hereditary tenants. And lastly are those which 
may be classified according to the status of the landlord, and 
33 
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implicitly that of the tenant There may be full private or 
complete public ownership of land, or the nationalisation of 
the land too In between there may be several types, with 
partial or corporate control 

The Economic Angle The economic aspects stress its ad\an- 
tages and disadvantages In the first instance, most advantages 
are derived from the degree of functional specialisation that te- 
nancy could admit of , the twin functions of adminstering and 
owning the land belongs to the landlord, while those of cultivat- 
ing it and supplying the working capital to the tenant The 
landlord may not be a good peasant, he may be ill equipped 
with modern techniques and farming practices, therefore, tenan* 
cy may be of advantage to him as also to agriculture Regard- 
ing the two functions, land management and farm manage- 
ment, it may be pointed out that while the landlord devotes 
himself to land management, the tenant undertakes farm man- 
agement Thus is brought about some sort of the division of 
labour, with its attendant advantages In the financial sector, 
the money resources mvestible on a farm are widened, investment 
flows both from the landlord and the tenant, both want to make 
a success of this business This has advantages similar to 
those secured from partnerships in the commercial sector And 
then the enterprise has financial elasticity, f6r morfc or less 
could be invested, as and how circumstances warrant The 'ten- 
ant invests more working capital, if necessary. And thfc finan- 
cial storms could be weathered in a much better manner than m 
any other form of agricultural enterprise From the organisa- 
tional {Joint of view, the poorer farmers who have requisite abi- 
lity, but lack financial and other resources, are able to farm on 
their own Thus the dormant activities and the abilities of enter- 
prising bnd industrious farmers are discovered by the system of 
tenancy From the purely technical point of view, this provides 
an impetus for the advancement of the technique the landlord, 
if enlightened and capable, is willing to assume and adopt all 
such technique, as may be helpful Progressive landlords may 
provide a stimulus to inventors, they adopt their ideas and inno- 
vations, provided these are useful In fact (and the history of 
the agricultural developments bears ample testimony to this) 
the progressive landlords encouraged the inventors and the tech- 
nicians to venture in the agricultural sciences But there is the 
seamy «ide of the picture, too In the first instance, there is an 
adsence of fair rents , the absentee landlord and his intermedia- 
ries exploit the poor and the helpleSs farmer-tenants In the 
second place, there is the fixity of tenure, which may also make 
the relations and the status of tenants very rigid, much to social 
detriment Thirdly, there is free sale, which means that undue 
competition is imported into the agricultural sector, especially 
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r ' m the overpopulated economies, with very invidious results. 
Fourthly there are restrictions imposed on the tenants so as to 
damp all their enthusiasm and initiative in farming, with ad“ 
verse results. And lastly there is the unwillingness of the land- 
lords to fully compensate the tenants for the improvements they 
might have made. 

Increase of Tenancy. Attention may be drawn to the in- 
crease of tenancy in several countries. Peasant proprietors were 
cultivators everywhere, but with the passage of time, several 
other factors reduced them to the status of mere tenants. Inter- 
esting as these causes are, they are instructive from yet another 
viewpoint, that of the ultimate reduction of tenancy : if the 
causes of this increase are known it is possible to take steps to 
eliminate the same. Tenancy is the bane of modern communi- 
ties, though it may not be correct to generalise on this basis 
alone. Still, on the whole, unless, hedged by protective legisla- 
tion, tenancy has been not a very progressive element in modern 
rural world. Efforts are being made to raise the status of the 
tenants to that of cultivating owners. The increase has been 
coincidental with the decline of owning cultivators and the 
rise of landlords. Technical factors have been responsible for 
this as agricultural operations are rather difficult to carry on 
because of rising costs of adopting new technique. As pointed 
out earlier, the increase of tenancy has been the result of the 
‘New Agriculture’, which came to be established in England 
after the Agrarian and the Industrial Revolutions. The mount- 
ing costs of the marketing of agricultural produce have also 
been responsible for the increase of tenancy. What industries be- 
came established, it was more remunerative to work as indus- 
trial labourers than as agriculturists. In nearly all countries * 
the tenants, as a class are posing a problem to the social and 
the agrarian reformers who may like to raise their statusto that 
of full-fledged occupying owner-cultivators. 

The Industrial Impact. In the first place, the impact of 
industry has also been aggravating the problem of tenancy. 
When the manufacturing industries expanded, they brought 
about fundamental changes in the sphere of agriculture. The 
domestic system of manufacturing was not profitable, the 
cottage industries were uprooted, for no longer could these 
industries stand competition from the mills. Subsidiary lines 
of work were extinguished quite, with the result that the faT- 
mers became underemployed, and looked to other avenues of 
employment. Finding their own tillage unprofitable, they be- 
came overindebted and sold away their lands (the land prices 
also rose at the same time) and became tenants. This has been 
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not only true of India, but also of all other countries where 
the impact of the industrial revolution has worked in the same 
direction On the other hand, those who grew richer, because 
of the spread of industry and its remunerativeness, desired to 
own estates, probably to add another string to the bow, with 
the result that these potential purchasers of land, raised land 
prices and bought out the cultivating-owners Men of new 
wealth began purchasing the smaller peasants, for whom agri- 
culture had become an unprofitable pursuit Hence it was more 
profitable to work as a tenant for somebody else rather than 
work independently, and face the hazards of the agriculture 

Depressions 5c Instabilities Fluctuations in the agricultural 
sphere have also broken many cultivators who succumb to the 
status of the tenants A discrepancy between the rate of in 
terest which the farmers pay on borrowed capital, and the net 
return they get from land, compels them to give up their efforts 
to cultivate the land and avoid suffering a loss They prefer 
to become tenants, instead Agricultural depressions and ins- 
tabilities also tend to work in the same direction The peasants) 
are forced to become tenants, as the depressions reduce their 
income very considerably Planning is impossible, for all the 
pre-calculations are upseW And further disintegration of the 
holdings accelerates this process Forced sales become more and 
more frequent, for the unit of production is uneconomical, too 
It is common knowledge that agricultural costs lag behind the 
agricultural prices When prices register a fall, as they would 
during a depression, the costs do not, with the result that 
agriculture is rendered an unreraunerative pursuit One more 
factor also operates, namely, that the farmer is not able to re- 
duce his living expensei, with the result that he lives out of 
his tneans, which meanwhile shrink beyond recognition For 
the debts that he negotiates, he has to pledge his own lands, 
and this results in hi? inability to recover it and redeem it He 
is reduced to the status of a tenant, in the bargain Falling 
prices thus ruin the owning cultivators, who find themselves 
heavily in debt Suffice it to say that the rising indebtedness 
smothers the peasant proprietor and reduces him to the status' 
of the tenant All these encumbrances affect the poor tiller 
very adversely with the result that the tenancy spreads like wild 
fire In the urban sector, unless restricted by the alienation of 
land acts, the craze for the accumulation of wealth and proper- 
ty leads several townsmen to have larger amounts of property 
in rural areas This hits the peasant proprietors who fall tp 
the status of tenants 

Defective Legislation Tenancy legislation could bring 
about an extinction of tenancy, or at least uplift tenants. But 
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if legislation is defective, it becomes an instrument for the in- 
crease of tenants and also worsens their conditions. In India, 
for instance, defective legislation has been responsible for 
worsening the conditions of tenants and multiplying their 
numbers;. as in the depression period. By restricting the sale of 
land, only to the agriculturists, the state only restricted the 
market for the landlords to purchase lands. The peasant 
proprietors, driven by hard circumstances, sold their lands to 
those landlords who, in this respect at least, enjoyed a mono- 
polistic position, and bought land at low prices. Debt legisla- 
tion too acted in the same direction, for with the restriction 
of credit farmers (demand for funds was inelastic and no other 
sourcex)f borrowings left to them), the peasant was hard press- 
ed to sell away his land and became a poor tenant instead. 
Similarly, marketing legislation, by imposing very many restric- 
tions on the marketing procedure, presumbaly with a view to 
rescuing the peasant from the clutches of the Baniya only 
exposed him to open competition, much to his detriment of his 
urgent need to convert his produce into cash, forced him to by- 
pass the law and accept whatever price he could get. More often 
than not, he was not successful in this vepture and commodi- 
ties had to be sold at rock-bottom prices which, being unremu- 
nerative, did not cover even his expenses of production. Dis- 
gusted, the peasant became a tenant, being unable any longer 
to face falling prices. In this context, defective (and short- 
sighted) legislation is a potent factor in multiplying tenantry, 
and also worsening their lot. Most tenancy legislation has 
aimed at the uplift of the tenant-cultivator, by ensuring him 
the status of occupancy tenants, so that he could not be turned 
out. But in actual practice, the tenant remains where he was, 
and the landlords do not let his status be raised, they keep him 
tied down to the lowest position. Defective legislation worsnes 
his lot. 

Long-Term Leases. In this matter, attention needs to be diverted 
to the long-term lease, which provided an attractive to tenants. 
The hard-pressed peasants, forced by circumstances sell their 
lands. In effect, they remain on the same plot having executed 
a long-term agreement with the landlord, who, being not con- 
versant and familiar with condition of land, prefers to receiving 
his rent and conveniently retain his ownership. The peasants 
are tempted by easy terms of the agreement, which often covers 
a very long period of time; they prefer to become tenants 
instead of always fighting .the hazards of agriculture. Later on, 
with the passage of time, when the landlords become familiar 
with the conditions of land and its environments, and the type 
of cultivation there, and when more tenants in the locality offer 
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their services, and competion grows, the terms are made stricter 
and the period of the lease shortened And ultimately, this 
occupancy tenant becomes a mere tenant at will, (who could be 
ejected whenever the landlord liked), with his terms of lease 
shortened to an annual basis Thus the peasant became a 
tenant through this process, first he falls into the trap of long" 
term leases and later on being unable to rise financially or 
materially or socially, he sinks deeper and deeper into the 
morass of tenancy, from which he is unable to get out even at 
later stage From ownership to tenancy is a far cry, but the 
bait of the long-term leases tempts the distressed peasant pro- 
prietor Though a procedural factor, and not the causative 
one, yet it accelerates the whole process and turns peasant 
proprietors into a tenant Thus there are two well-marked 
stages the first one that of the peasant becoming the annual 
lease holder and subsequently a tenant-at-will And if the legis 
lation did intervene, the process was accelerated, for the land- 
lord would never like the tenant to rise to the status of an 
owner 

Damages and Compensations Next arises the question of 
damages and compensation, which must also be di*cussed here 
in its bearing on the issues of tenancy, especially when the 
tenant wants to rise to the status of owner once again Having 
made certain improvements in the land, and sunk some capital, 
be wants to rise to the status of an owner and/or be compensat 
ed for improvements, he has made in the land, but dispute 
arises in regard to the evaluation of the improvements, and the 
poor tenant may be forced to stay on the land, if only to reap 
the fullest fruijs of his improvements True, that some legis- 
lation may be enacted for compensating the tenants, but the 
legal procedure is often complicated, and one that needs money 
and expenses to be brought into motion , this the peasant can- 
not afford due to the lack of financial means Thus the peasant 
tenant has to be glued down to the land as a tenant He is 
at the mercy of the landlord, who in his own interests, does 
not let him be released from bondage The landlord also can 
present him with a counter bill for the damages to his land, 
equipment and stock during his term as a tenant, this becomes an 
insoluble problem for the peasant who has, therefore, to sub- 
mit to the will of the landlord, or pay damages in order to buy 
a rise in status, of which he may not be sure after all Hence, 
the peasant remains where he is, with the result that his status 
does not improve This is another factor aggravating his 
serfdom Legal help, (even though the laws are there) is too 
costly to be secured by the helpless tenant, who is unsure of 
any other results, emanating therefrom, except bitterness 
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Alienation of Land. This factor has accenttmted the prob- 
lems of the tenant. The alienation of land means its transfer, 
the ownership of land is transferred from the peasant to .the 
landlord. If absolutely restricted, it may stem the rising tide 
of tenancy, for the peasant unable to sell away the land, would 
have to remain peasant always. But the alienation of land has 
been going up, unrestricted. Consequently, the growth of 
tenancy has been rather pronounced. And whereas in India the 
alienation of land was restricted, it was for the the “non-agri- 
•cultural castes, with the result that the land prices remained 
low, and the bigger landlords have been eating away the smal- 
ler fish. And then the bcnami transactions have also been 
taking place. Non-agriculturists have been becoming owners 
of land, by proxy, thus by-passing the legal framework. This 
has been sad, indeed, but in the face of the modern ideas of 
equality and liberty, as prevalent in modern democracies it is 
rather difficult to discriminate as between “agriculturists” and 
non-agriculturists” as also against intending pruchasers of 
land. The fact stands that the sale and the transference of 
land has been proceeding apace and in an unrestricted fashion 
too, and this fact alone has been causative of the increase 
and multiplication of tenancy. The example of India is a 
typically representative case. 

Land Values. Rise in land values is responsible for increasing 
the number of tenants. How in actual life did this come about, 
may be illuminating study. Some of the factors have been noted 
above: the craze of the new rich to acquire land in the country- 
side, and the modern enclosure movement. To these may be 
added the efforts of the landlords to enlarge their existing 
estates in order to exploit fully the new modern techniques. 
Other contributory causes may be noticed. The tremendous 
growth of towns intensified the demand for more and more 
land, for the purpose of construction; the expansion 
of towns was also to the same effect. This trend in urbanisa- 
tion persists, with the result that land values are still rising. 
The expansion of industries and their location in the rural 
areas, was in no mean fashion responsible for the keen demand 
for rural land for industry, with the consequential rise in prices 
of land. Also the expanding means of transport and com- 
munication require more land for the layout of roads, railways 
and airfields. Again, the recent multiplication of the recrea- 
tional facilities, with the attendant increase in the number 
of parks, playgrounds, and gardens, etc., has also led to a 
phenomenal • extension in the demand for land. The pace of 
reclamation has failed to keep in step with all these develop- 
ments with obvious consequence. Acquisition of lands and farms 
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by the State, for experimental and demonstration purposes, 
provide another clue to the mounting land prices Added to 
these are the improving income standards, due to a wider 
employment offered to a larger number , this wider spread of 
income distribution has been, by itself, potent enough to raise, 
land prices 

1 he Inference Forces working for the increase ol tenancy 
have been many and various Tenancy, if applied for the right 
purpose and in the correct manner, may add to social good, 
otherwise it might be detrimental to the interest of both the 
tenants and the society Human nature being what it is, tenancy 
is apt to prove harmful to social progress, m spite of theoreti- 
cal advantages it is supposed to possess The most important 
causative factor is economic progress, industrial and agrarian 
revolutions But other causes must not be ignored, either 
Accentuating factors have been the depressions and the instab- 
lities of agriculture, and the defective land and agrarian legisla- 
tion But there are certain other factors, responsible for gluing 
the peasant tenant to his status these include long-term leases, 
and the damages and compensations, attendant upon tillage 
Assessing their relative importance, it must be conceded that 
the causative forces have been responsible for the institution 
of tenancy, but so imperceptibly have these forces acted on 
the social and the economic background that it was not possible 
to counter them, when they were at work 

Agricultural Rela'ions This subject is connected with the 
one in hand And it is proper to discuss the various aspects if 
the agricultural relations as they emerge from the changing 
land tenures The question may be raised if agricultural rela- 
tions are wholly dependent upon the complexion of land tenures 
It may be stated that it is not the land tenures alone that deter- 
mine agricultural relations, but also the debtor-creditor rela- 
tions, and the social structure in the village community But 
one thing that is apt to be forgotten is that the status and the 
position m the rural areas, is often coincidental with the posses- 
sion of land. The landowner has a higher status in the rural 
heirarchy The status of the tenant is low, for the land is not 
his, the status ol the landless labourer is lower still, for he does 
not have even a piece of land to till It is in this context, that 
agricultural relations emanate from the facts of ownership and 
tenancy TYns is an important factor in ruraf sociology ami 
has to be reckon*d with in any analysis concerned with rural 
economy and agriculture In this section are viewed agricul- 
tural relations from several angles How do the relations trans- 
form themselves in the light of improvements, made in the con- 
ditions of tenancy ? How do the community institutions have 
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bearing upon the type and nature of these relations ? The- 
questions of status and standard of living do also affect' agri- 
cultural relations, and must be noticed in this connection. The 
emphasis would then shift to the landlord relations, and the 
personal adjustments made by the tenant and the landlord. In 
this connection, would arise the issue of the division of rights 
in the social setting. The twin questions of improving the status 
of the tenants and of reducing tenancy would also be thrashed 
in the light of the above considerations. 

Tenancy and Improvements. A conscientious tenant would 
devote his whole heart to land, that he cultivates, and would 
be able to do better than the other landlords and tenants. This 
means the landlord tenant relations would be much improved. 
But these relations would tend to deteriorate, under share 
cropping its variation or an allied system. The tenant, who 
is able to produce more out of the same piece of land, can also 
give more to the landlord ; this would definitely mean good 
relations. In this connection, the virtues of honesty and effi- 
ciency should be amply possessed by the cultivating-tenant, 
otherwise he would strain these relations. On the other hand, 
if the landlord is a non-participant, and does not care for the 
land, nor for its productivity and has a number of intermedia- 
ries between him and the tenant, the relations could not be 
on an even keel. And if, furthermore the landlord is hesitant to 
make improvements in land, being content to get his pound of 
flesh, his relations with an ambitious tenant trying to get the 
best out of the land, would also be very much strained. The aims 
and objectives of both the tenant and the landlord must be iden- 
tically the same, or their relations would be disturbed. The 
tenant, in order to get the best out of the land, makes improve- 
ments for which he is not compensated by the landlord, 
the relations are strained. This is an unfortunate fact, but 
usual in the daily routine of farming. In case, the tenant wants 
to leave the land in disgust, but is recognised as efficient, and 
able to raise the productivity of the land and maintain it well, 
a selfish and evil-minded landlord may raise all sorts of hurd- 
les in his way to raising his status to that of the^ peasant p>ro- 
prietor, he may present him with counterbill for damages. 

Community Institutions. If the institutions in a village 
are such as require the landlord to deal with his tenants in a 
mild manner and in a humane spirit, the relations need, not 
go bad, but with the weakening of these local rural institutions, 
and with the spirit of individualism pervading the countryside, 
the relations as between the landlord and his tenant would 
deteriorate. In India, for instance, the rural community 
was quite powerful in the pre-British days, with the result 



522 


OWVEBfeHIP AM) TBNA'NCl 


that the tenant was protected against exploitation by the 
landlord The community could take action against the 
tyrants, but with the tdvant of the Britishers and their non 
recognition of the village panchayat as an instrument of law, 
this institution decayed and decomposed, thus the only restric 
tion on the landlords was removed by the emaciation oflocal 
institutions, and he began to tyrannise over the hapless 
tenants Another aspect is that the community institutions also 
make it compulsory for the tenant to perform hi* obligations 
and duties well, on pain of excommunication from the village 
fold, this was regulatory of the tenants' duties And then 
the day to day disputes need not be taken to law, they were 
settled by the persons who knew intimately the local conditions 
and were always locally available This meant that the 
disputes were amicably settled away : consequently, the diffe 
rences did not mount up to the explosive point Thus village 
autonomy, in this respect, did not let agricultural relations 
worsen and explode Thus community institution also assured 
to the tenant continuity and permanence of tenure (a perma- 
nent s*ay on land) and security of livelihood Assured of 
these, the tenant was less likely to misbehave Smooth rela- 
tions on both sides were ensured In the rigid social structure, 
everybody's place was already predetermined, it could not 
be influenced by one person being a landlord and the other a 
tenant this fact served as a restrictive influence on the social 
relations and regulated them Thus community institutions, 
as long as they were powerful, could keep the social relations 
on an even keel and did no suffer them to be disturbed in any 
manner But with the introduction of modern institutions 
for the dispensation of justice, the local communities m the 
village did weaken quite much 

Standard and Status These considerations influence agri 
cultural relations Tenant’s status and his social standing are 
determined by the nature and character of agricultural rela- 
tions If the lease is of a long term and provides greater 
freedom to the tenant there is less interference from the land 
lord, agricultural relations are happy In short term leases, some 
loopholes might be left for the ignorant and simple tenant 
who may be upset by a certain adverse interpretation by the 
landlord, agricultural relations would be unhappy and strained 
Thus the contract and the frequency with which it is renewed 
also shaped agricultural relations And then tenancy is respon- 
sible for their nature and type Hereditary tenants would 
not be disturbed as much as others for their status is fixed and 
honoured by generations of landlords and tenants and also by" 
law Similarly, the occupancy tenants, who could not only 
be easily ejected and whose rents could not be enhanced either, 
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enjoy special status and privileges-, recognised by law and the 
landlords. In this case, too, the relations as between the 
landlords and' the tenants are usually frictionless, for their 
regulation and the terms of the agreement are generally speak- 
ing based on custom and tradition. It the case of the tenants- 
at-will, however, agricultural relations tend to be strained, for 
they do not enjoy the protection of law but are at the mercy 
of the landlord; consequently trouble -rises whenever they fail 
to fulfil the pressing obligations of the contract they executed. 
Thus status as enjoined by the terms of the contract regulates 
-agricultural relations. Another point is the tenant’s standard 
of living, if living standards are high, tenants would not brook 
any interference from the landlords, nor would they tolerate 
undue and unpleasant treatment from him; they might even 
•go to law to defend their status and rights and the landlords, 
hesitant to do anything which might strain the relations as 
between them. 

Landlord Attitudes. Much has been said above to arouse 
■the suspicion that the landlord is usually the person who 
■strains the agricultural relations-, by his unsympathetic and 
inhuman attitudes to the tenants. But enlightened and humane 
landlords might avoid relations getting strained. Also the 
’peasant-tenant might also by his wrongful attitude strain 
his relations with his landlord. Admitting for the sake of the 
.argument, that the tiller adopts a wrong attitude, the fact 
remains that the resources of the tenant as compared with 
those of the landlord are meagre, hence, he dare not displease 
the landlord by adopting a wrongful attitude. Even if he fails 
to fulfil the terms of the contract, the landlord has always 
recourse to taking corrective action against him, so that this 
.attitude may not pay him, and he %vould rather not adopt it, 
•for if he did, things may be hot for him, both on the farm 
and in the village. Thus it is the attitude of the landlord 
that counts for much. In case, the landlord bears a good 
.attitude to the tenant, and is ready to advance money to him 
and help him in difficulties, things need not take an ugly turn 
and the relations remain happy and healthy. But, if on the 
•other hand, his attitude is not helpful, but very inimical to 
the interests of the tenant, the relations could not be for long 
bappy; they are foredoomed and destined to be wrong. An' 
-other point is that with a progressive tenant, the relations 
often remain on an even keel, for he might adjust himself to 
the landlord, and his idiocyncracies 

Personal Adjustment. Another factor of a similar character 
is the amount of personal adjustment which could be made as 
between the landlord and the tenant. This m eans that if the 
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two do not have the inflexibility of mind and attitude, they 
would be on cordial relations, but not otherwise This is an 
elementary principle of human relationships whether in in- 
dustry, commerce or agriculture It may readily be conceded 
that attitudes towards humans relate and determine the nature 
of agricultural relations , this need not be proved, being self- 
evident and obvious But it is also the attitude toward work, 
duties, obligations, and privileges that counts, for if this atti- 
tude is of a superficially casual nature, the result may be dis- 
astrous surely human relationships would deteriorate, worsen- 
ing the agricultural relations as between the cultivator-tenants 
and the landlord-owners This point need not be laboured 
further, for apparently agricultural relations are shaped by the 
attitudes of the tillers tenants on the one hand, and the land- 
lords on the other But important thing is the adjustment made 
to the environments in which they are mutually rubbing should- 
ters with each other Personal adjustments determine the nature 
ofagricultural relationships in the rural sector In this regard 
it may be pointed out that normally the peasant does not like 
to move far away from the land he cultivates, for man is the 
most unwilling to leave his environment, once he has become 
adjusted and accustomed to it 

Division of Rights The division of the rights as between 
the landlord and the tenant is an important regulator of agri- 
cultural relations Once the rights and (incidentally) the pri- 
vileges have been defined, mutual good relat ons are assured. 
But m the state of uncertainty, the confusion spreads with the 
consequence that the infection pollutes the village set-up The 
contract defines the division of rights and determines crudely 
the nature of the agricultural relations If the division of 
rights, whether defined or conventional gives greater privile- 
ges to the landlord, at the expense of the tenant, there would be 
trouble in the rural s-ctor But if the division of rights is 
based on justice and equity relations do not get strained And 
the lease, the terms and the manner of the payments must be 
clearly defined to avoid loopholes, while on the part of the 
tenant, there must be the guarantee that the rent is paid The 
agreement must be enforced, and provision made for alterna- 
tive arrangements, in case either party fails to carry out its 
terms And the lease must be not so rigid, as to be wearisome 
to both the parties or either of them, on the otherhand.it 
should be such as to provide for all foreseeable eventualities , 
provisions for renewals and termination of the contract are also 
among the most important of the division of rights 

Social Factors The part played by the social factors in agricul- 
tural relations need to be considered to assess correctly their nature 
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and the character. The social fabric of the village and also its 
strength, as against other forces is of paramount importance. 
It may be pointed out that this factor shapes social relations ; 
and in this context, agricultural relations are also a variety of 
social relations. Social factors determine the pattern of the 
social aspects of agricultural relations. In a caste-ridden 
society, such as in India, social relations are pre-determined, 
with the result that agricultural relations follow the same pat- 
tern approximately. If the caste and the communal relation- 
ships are smooth and happy, agricultural relations are also 
happy, but if intercaste and the inter-communal relations 
are not happy or smooth, agricultural' relations get frictional. 
India could afford several examples where communal and inter- 
religious relations were happy and the agricultural relations 
too, were riot strained; while during the days of the communal 
Tiots, the agricultural scene was surcharged with misfortunes, 
and mishaps. 

Uplifting Tenants. How to improve the lot of the tenants? 
There are mainly two agencies for this purpose. Landlords 
-could take steps to uplift the tenants, and also the State. With 
a good gesture from the landlords, agricultural relations may 
considerably improve, while if the State intervenes, the 
efforts of - the ! landlords are usually, directed to bypass and 
evade laws, whose implementation may impose some financial 
"burden on them ; the result would be that agricultural rela- 
tions remain unhappy. - It has been- the experience of agrarian 
legislation that with the intervention of • the state in the rural 
Sphere, agricultural relations take an unhappy turn and become 
strained;- ' In case, the landlords assume a correct attitude to 
improving- the lot of the peasant, there result improved agricul- 
tural relations, for no peasant disregards this gesture of good 
will from the landlords, while if the state assumed on itself 
the burden 1 of correcting the landlord and guarding the interest 
of'the t'ena’nts, there may be trouble for both, in that mutual 
goodwill is shaken. 

" Reducing tenancy. Difficult is, this problem for the agri- 
cultural reformer and the economist -to tackle. Still there 
is the desirability of eliminating the institution of tenancy. 
Its evils weigh heavily on the body-politic and also strain 
social structure especially In rural areas. In the light of these, 
considerations it is desired to bring an end to the institution 
of tenancy arid to raise each farmer to the status, that he 
rightly deserves, the status of own cultivator. In this regard 
there is confusion of thought, for with the greater intervention 
in economic affairs there is often greater dependence bn the 
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State for help The State could by nationalisation of land, 
convert the private tenants into public and state tenants But 
if redistribution of land were effected there would be this 
difference that tenants can ‘become cultivators and owners 
Another point is that the reduction of tenancy depends on 
the size of the producing unit and the total land that is 
available for * tenants 

Tenancy and Economy The increase of tenancy has been 
due to several causes Agricultural relations depend on the 
actual working of the institution of tenancy Though a form 
of the tenancy and its outcome, these relations are shaped by 
the forces that operate in the rural sector A wide variety of 
circumstances are responsible for the formation and the 
crystallisation of agricultural relations The character and 
origin of the improvements affected both m the agricultural 
system and the lot of the tenants determines to a great extent 
the nature of the rural relations The other important and 
notable determinants and influences include community institu- 
tions, the status of different classes in the village, rural 
attitudes and the types of the division of rights as between the 
tenant and the landlord The argument is that the institution 
of tenancy is the seamy side of the village society and 
needs to be eliminated, if possible, or feast, the status of the 
tenants Taiscd 

Leases and Lessees This section completes the picture, 
left unfinished, above, where was dealt the problems of agricul- 
tural relations A description of nominal tenancies, like the 
freehold, shall precede a description of the others, which are 
of a suggestive nature Tenancy, if it is to persist, must be 
such as is progressive and ensures the elevation of the rights 
of the tenant ultimately giving him a foothold in life indepen- 
dently of the landlord This is what the aim should be rather 
than complicate the whole issue by means of hasty and 
ill calculated legislation 

Main Forms The main forms and types are the freehold, 
the improvement leases and the conditional ones, the permanent 
and perpetual leases and the restricted types All these leases 
are not widely practised, but important, from the dynamic 
angle The modern trends will be noticed in a brief outline 
of the efforts for the improvement of tenants and the elimina- 
tion of this institution, ultimately The main forms of the 
leases have been classed from this special point of view, vtx 
the angle of reform for the tenants and of uplifting their 
status 
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The Freehold. It is a long-term lease, in which the tenant 
enjoys tenancy for his life-time. This variation has been pre- 
valent in England successfully. This system could be traced 
back to the Doomsday Book. The tenures were for the tenants 
life, with the result that he could fully benefit from the im- 
provements that he made in the farm, even the permanent 
ones. Thus long leases were desirable both from the point of 
view of the tenant as well as from that of the landlord, as 
both were able to reap the fullest advantage of the improve- 
ments. It was claimed that the long, long leases were working 
to make the tenants tather independent, and the fear enter- 
tained by the landlord was that the tenant might quite exhaust 
his land. With rising prices the landlords did not get a- higher 
share. But mostly his fear were unfounded, and the system 
be commended from the tenant’s point of view. It may there- 
fore be suggested that the freehold, without any conditions at- 
taching to them and with long, long terms of lease, were solving 
the tenancy problems, but conditions began to be imposed and 
improvement and conditional leaseholds appeared. 

Improvement Leases. The problem before the landlord was 
that the tenant may not leave the farm in good condition. 
Improvement lease came to the force; and were increasingly 
adopted. The essence of the lease is that it may be of long 
duration, but the improvements made by the tenant are clearly 
defined and the farmer-tenant has to abide by them, so that the 
land "does not get exhausted, by the end of his tenancy. Remu- 
neration was granted to the retiring tenant for all iis invest- 
ments which had riot been reaped to his fullest and completest 
advantage. The tenant fcould farm as long as he pleased, and 
he had only to conform to the terms on good hhsbandry. This 
system, which was popularly known as the “Yorkshire System’* 
was adopted in preference to the above, which was termed as 
the “Norfolk System”, for it was considered that it stopped 
the deterioration of land. It claimed to protect the rights of 
both the tenants and the landlords, for the lands wefe prevent- 
ed from getting exhausted, and the peasant tenant given full 
compensation for improvements made in the land taken on long 
lease. 

Conditional Leases. In fact all leases are conditional, and no 
lease or agreement is exception to imposing conditions on both 
the parties. Still, the conditional leases were those which imposed 
such conditions on the leaseholders as were obligatory on them 
to fulfil, before they could be retained on the land. Special 
conditions may include the payment of rent at certain specified 
times; and the cultivation of the crops at the dictates of tho 
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landlord who may also insist that produce be supplied to him 
at a certain fixed rate, this is to ensure regular flows to his 
own stockists or factories But pronounced are definiteness of 
the terms of his lease, which, if oppressive, would neither be 
accepted, nor recognised by the State In this particular mode 
of drawing up the lease, the mam consideration is that of 
protecting the interests of the landlord and his lands Normal 
]y these leases are of a medium duration and so designed as to 
retain the fertility of the land But nothing definite could be 
said for much depends on the terms contained in the bond 
If the conditions were not equitable to the parties, they would 
not honour the contract, for the tenants are conscious of their 
own privileges and rights now as never before The terras may 
be perfected in the light of the past experience and it may be 
to the slight advantage of the one party as against the other 
that depends on the conditions of the supply and the demand 
of tenants, for if their supply is greater than the demand for 
them, the term and the conditions may be to the 
disadvantage of the tenant, while if the demand is keener than 
their supply, the terms would be to the slight advantage of the 
landlord 

Permanent and Perpetual Leases In this paragraph are 
reviewed the permanent and the perpetual leases in the light 
of the considerations advanced above Permanent leases are 
granted to tenants for initiating the reclamation process, m a 
certain area, this would be to the advantage of the national 
economy and is, therefo-e, desirable from all points pf view 
Permanent leases, often, the state grants, hence the terms im 
posed by a truly welfare state are not hard on the tenants 
This type of lease may be verily described as the nominal one, 
keeping in view the terms of payments and rents that have to 
be paid by the tenants Alternatively termed as the Itfe-long 
lease, that is only renewed at the death of the tenant 
where all contracts stand cancelled It may be safely suggested 
that this type may also be adopted in all those cases, where 
the system of landlordism is being abolished and replaced by 
the nationalisation of land Hence this goes far in amehorat 
mg the conditions of the tenants, and improving their lot By 
enabling the “tenant’ to reap the full benefit of all improve- 
ments that he effects in his lands he is provided an incentive 
to cultivate and utilise his land to the best without in any way 
inflicting any harm on the same Economists recommend these 
leases to enlightened authority, for this lease virtually makes 
the peasant tenant the peasant proprietor of the lands that he 
leases But it may be pointed out that probably there may 
arise difficulties for an administrative authority 
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Restricted Leases . In this case the lease is restricted to a cer- 
tain terms of years, and may not be renewed there; after it may 
also be restricted as to person with whom the lease has been 
executed and may not be preferred to others; and lastly, it may 
be restricted as to terms and privileges enjoyed by the tenant : 
all these restrictions may be rather pronounced. Restricted 
leases do not improve agrarian relations, which are thus founded 
on suspicion and without a sure and stable ground to thrive 
upon. Hence, the trend of opinion is against them, which may 
therefore be eliminated in the near future. They import into 
rural relationship a negative feeling and initiate mutual sus- 
picion for both the parties, hence are not favoured. It may also 
be said that the restrictions, they impose, are mostly on the 
tenant; these restrictions need not be considered as “condi- 
tions” of the lease. (These are not conditional leases). The 
point of difference lies in that the conditional leases impose 
certain conditions on the parties, who enter the contract and 
sign the agreement; these conditions have to be obeyed if the 
lease is to continue; but the tenant is free to have the opera- 
tional side of the farming business to himself, apart from con- 
ditions imposed upon him in regard to the payment of the rent 
and the times at which it is to be paid. In the restricted leases 
the functions of the tenant are circumscribed by the landlord 
who may not leave the operational side to the cultivator; in 
these leases the stress is on the conditions, imposed not in res- 
pect of the payment of dues, but in respect of the persons who 
enjoy the rights of the cultivation, in respect of the crops and 
the lands that he may cultivate and with regard to the privi- 
leges and other rights that he may enjoy. To repeat, restricted 
leases are not conducive to the establishment of good agri- 
cultural relations and may not improve matters; instead, they 
may bring about a deterioration in these relations especially 
when the tenant transgresses the limits imposed and the bounds 
that he must not cross. Trend is to their eradication though 
restrictions may still have to be imposed in the interests of the 
society and for general economic welfare. For instance, it may 
be provided in the lease that the certain crops only be cultivat- 
ed and to this end, the cultivator-tenant may find the lease as 
being restrictive, but the purpose may be to enable him to use 
land in the best possible manner, and that may be for the social 
well-being and the general good of both agriculture and natio- 
nal economy. 

Modern Trends. Difficult it is to say with any amount of 
precision what the modern and recent trends in the sphere of 
tenancy are, for the world forces are registering a very rapid 
■change and it is well-nigh impossible to follow them, let apart 
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analyse them and trace them in the secular sense Still, it 
may be said in general, that the trend seems to he towards 
the elimination of tenancy, which is regarded as working 
itself to the detriment of the peasantry and sowing the seeds 
of discontent among them, and also is iniquitous for every- 
body Thus the way of looking at the problem is that of 
improving the system by evolutionary methods for drastic 
measures may lead to frustration and may also let loose such 
forces as may bring chaos in the country and further aggravate 
the problem, instead of solving it It is, therefore, suggested 
that the problem it ay be attacked in stages and if possible by 
the method of compromise Legislative measures have failed 
to register improvemepts, that it was thought, they miracu 
lously would, for necessity knows no scruples and the tenant 
and the landlord conspire together to set at nought what an 
enlightened government sought to do for the welfare of the 
peasants In fact, in the advanced and mature economies, the 
landlord has failed to maintain and keep Jus estate in an 
efficient state of good repair, because costs have risen and a 
larger part of the income of the estate goes to the tiller of the 
soil Hie result is that the tenant, protected as he is by law, 
also docs not effect improvements nor docs the landlord who 
is rather disappointed with returns from land Land is getting 
depleted of its resources and is falling to that stage where it 
would be completely exli lusted of its natural fertility With 
greater state 4 intervention”, the incentives of the landlords 
in maintaining the land have faded away with very injurious 
results for the national economy Land is not cared for by 
the landlord, both because of the mounting costs of mainten 
ance and also because of lus lagging interest , it is not cared 
for by the tenant because it is nut Ini land Thus the national 
interests suffer, for the effect of land legislation has been to 
weaken the interest of the landlord in his land, while the 
legislation has not been so revolutionary as to confer upon* 
him full ownership rights, for under a democratic constitu- 
tional set up, compensation also raises important complications 
which are rather difficult even for the State to solve In 
India, a different method is being tried (and is proving 
successful) this is the Bhoodan movement, to which just a> 
passing reference may be made The good and the noble- 
sentiments of the landlords are appealed to with good response 
Landlords make contributions of land, for distribution of the 
lands given by them as gifts, and the problems of tenancy and 
land hunger are being solved m this manner Critics have 
pointed out that the gifts are of those lands which are barren 
and useless from the cultivation point of view Be that as it 
may, the fact stands that the spirit is infecting the countryside. 
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from one another and how one did not depend on the other, 
except remotely was discussed The mutual relations as 
between the landlords and the tenants were also thrashed Next 
was drawn pointed attention to the various forms of land 
tenures, the copyhold tenures, the leasehold and the com rents 
Also a description was given of the several types of share 
tenancies, as set in comparison with cash ones , this discussion 
tended to favour the former as against the other forms 
Tenancies From the American continent were also imported 
into this discussion, as they were regarded important forms 
relevant to this analysis In the next section, attention 
was focussed on the economic implications and aspects of 
the tenancy problem It was with a review of the tenancy 
problems and the tenancy forms that the next section was 
initiated And the economic angles were brought to bear upon 
this discussion It was amplified in the light of the pros and 
cons of the tenancy systems, that the advantages were more 
or less of a theoretical import, while the disadvantages pre 
vailed in practice In this context did the discussion about 
the economic aspects of tenancy follow Increase of tenancy 
and its more important aspects were analysed and given their 
due place Among the various causes that were noticed were 
those which pertained to the impact of industrialisation and 
its aftereffects, on the rural society, in what manner do the 
depressions and the instabilities of agriculture influence in 
multiplying the number of tenants effectively Several farmers 
having been discouraged by the instabilities of income and the 
fluctuations therein, left their farms, sold them away and 
preferred to become tenants instead Defective tenancy and 
agrarian legislation brought about an increase in the number 
of tenants, whether by causing the restriction of credit 
facilities, or by the over-regulation of the tenant landlord 
relations, consequently increase in tenancy was registered in 
the rural sphere Also were noticed other baneful aspects of 
defective legislation, which seems to have created more 
problem than it set out to solve Long*term leases were in the 
course of time transformed into annual leases, with the result 
that once the tenant was trapped it was not possible for him 
to remain at that level , he was soon made a tenant-at will 
having to renew his lease every year This process was further 
accelerated by the well founded fear of the landlord that 
legislation m tght try to raise, the status of the tenant making 
it impossible for him to be evicted if he enjoyed a long- 
term lease 

Another force, making for his tenancy, is the complex 
■question of compensations and damages, which might pm the 
tenant down to whatever servitude was offered by the landlord 
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and whatever circumstance of tenancy he had fallen into. 
The landlord, being unwilling to compensate the hapless 
tenant for the improvements he might have made in the land, 
presents him with a counter bill for the “damages” caused 
by the tenant, the objective being to reduce the peasant to a 
servile status. Alienation of land, and rise in land values have 
also been forces working in the same direction. In this matter, 
attention was focussed on the operation of the restricted, as 
well as the free alienations of land, and it was found that 
restricted alienations were more harmful, and effective in 
increasing the numbers of tenants, that the unrestricted ones, 
which only acted through raising land values. The sudden and 
meteroric rise in land values, following certain socio-economic 
factors, operative in the society after the industrial and the 
agrarian revolutions, also worked in the same end, and this rise 
in land values was “utilised” by the peasant-proprietor to 
convert his land into liquid assets ; thus he became a tenant 
instead of remaining a peasant proprietor. In the next section 
were delineated various agricultural relations in their proper 
setting, and the causes, at work, were found to be many and 
varied. In the fore were those that arose out of community 
institutions, division of rights, social setting and non-economic 
factors, like social attitudes and adjustments. Towards the 
close of this section were suggestions made for the reduc- 
tions and elimination of the institution of tenancy and also 
for the improvement of the status of the tenants. This 
analysis was rounded off by a desciiption of the various types 
of leases, such as the freehold, the improvement type, the 
conditional leases, the perpetual forms, and the restricted 
leaseholds. It was found that some of these leases might go 
far to improve the conditions of the tenants, for various 
economic reasons outlined above. In brief, it may be stated 
that the conditional and the restricted leases tend to darken 
the agricultural relations, whereas the freeholds, and the 
permanent and the perpetual types strengthen these bonds. 

Conclusion. It may be said now, that earlier the institution 
of tenancy is finished, the better it is for society and its 
economic and agrarian interests. In the first instance* it was 
concluded that the problems born out of tenancy were those 
relating to land, agricultural relations, and distribution of 
land and wealth. All these problems are of an important and 
intimate bearing as far as the national economic welfare 
is concerned. And it was also conceded that the various 
phases of tenancy are on the increase, because of the impact 
1 of several socio-economic forces acting and reacting an the 
body politic and the rural canvas. Secondly was 
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noticed the impact of tenancy on the quality of land which 
tends to deteriorate as a result of this institution and because 
of the attitudes of the tenants and the landlords towards the 
upkeep and maintenance of the quality of the land Thirdly 
while there were certain forms of tenancy tint did not strain 
agricultural relations there were certain others that did rup 
ture these— on healthy relationshiplife in the village depends 
as also other social and sociological fictor* making for pro- 
gress and improvement in the countryside Thus in the 
interests of the rural reconstruction movements and nattonal 
economic welfare the cordiality of good agricultural relations 
must he maintained Fourthly was noticed the fact that the 
disfnln tion of land (and what is more important) the du 
tribution of wealth and income in the rural society tended to 
conce mate because of the institution of tenancy In fact the 
social inequalities tended to get cemented with this institution 
Thus tn the interests of social equality and rural betterment 
the irresistible conclusion is that an immediate end be put to 
this institution Fifthl>, the tenants tend to remain tenants, 
due to the inexorable operation of certain forces and devices 
ingenuously set into motion by the landlord whose interest is 
to retain the tenant in servility perpetual and permanent 
The effort of rural reformer should be to bypass these devices and 
nullify the various forces released by the landlords Sixthly, 
the tenancy system does not ease the situation with regard to 
the distribution of land for lands concentrate as between few 
farmer*, who lease it among their tenants and sometimes 
the lands are also left uni cased This means that the s>stem 
does not satisfy land hunger for a larger part of the 
population Seventhly, the burden of the population on the 
land is heavier in the case of tenancy than in peasant pro 
prietorslup for under the former the number of the inter- 
mediaries grows large with the result that all of these interme- 
diaries ore maintained out of the produce of land the share of 
the poor tiller of the soil is the lowest possible Eighth!} the 
incentives in the agricultural system are also lacking because 
of tenancy for the peasant tiller-tenant gets practi 
cally nothing for his labours and also because even under the 
best form of tenancy, the interference of the landlord or his 
agents dampen the enthusiasm with which the tenant might 
have started tilling operations Lastly this is a social menace 
and calls for eradication 
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In this chapter are set the various aspects of the problem 
of remuneration to productive factors. The problem of distri- 
bution has assumed a special significance in Agricultural 
Economics, because it is on the plane of Distribution that the 
levels of income are determined. In the field of Applied 
Economics, the distributive aspects concern the social structure. 
The inequality of incomes as between different classes, in agri- 
culture as well as in all the other spheres of industry and 
commerce, is due to a defective distributive process. The 
discussion starts with an introductory survey of the Theory of 
Distribution and the elementary concepts pertaining to it. 
Later, attention is drawn to its application to agriculture. In 
the theories of Rent, stress is laid on the Classical, Marshallian 
and the Modern forms of analysis. Profits are discussed next, 
for the simple reason that all earnings, the agriculturists regard 
as profits : the functions of the farmer-entrepreneurs are ex- 
plained to find out how the rate of profits is determined. Wages 
have a place in this analysis and the endeavour is to appraise 
the theories of wages in the light of custom and competition, 
progress and incentives. The determinants of the rate of 
interest (which is of paramount importance to agriculturists) 
are underlined next, especially in the agricultural setting. A 
review of the several aspects of distributive problems is attempt- 
ed in the last section, which, while offering certain explana- 
tions, also defines the limits. It is not claimed that this analysis 
is exhaustive, but the effort has been to diversify it as far as 
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possible and to bring it as near to reality as is humanly pos- 
sible Still, it may be stated that in an agricultural analysis, 
perfection is unattainable 

Introductory In this section is given a bird’s eye view of 
the theoretical basis of Distribution The relationship between 
production and distribution would be underlined here and 
followed by an explanation of the general theory of Distribu* 
tion The problems of the Distribution in respect of national 
dividend are also studied here A distinction is drawn between 
functional and personal distribution, for both are relevant in the 
sphere of Agricultural Economics The section is rounded off 
with a review of the problems m the perspective of Agriculture 
The problem of distribution is concerned with three main issues 
wha t is to be distributed ? among whom is the same to be 
distributed ? And finally, who is the distributing authority ? To 
these queries, the answer is clear It is the national dividend 
that is to be distributed among the productive factors, land, 
labour and capital, and the distribution takes place by itself, 
that i" by forces economic In refinement to the above, it may 
be pointed out that the distributive agency in agriculture is 
custom rather than competition for the agriculturist is the 
product of his environment To this threefold inquiry is added 
another, is the system just ? And the modern problem in Distri- 
bution re\olves round it 

Distribution and Production It may be said categorically, 
that productive enterprises would not be undertaken if the 
national dividend were not distributed to productive agents 
If to the productive factors did not accrue the rewards for 
their work in the productive process, they would not participate 
in the same Hence motivation to the act of production comes 
from distribution, this point is too self evident to be laboured 
at length That is why this problem immediately follows that 
of production The productive factors are to be paid for their 
efforts and share m the productive process The distributive 
process is functional, that is, according to the functions that the 
productive factors perform The division of the national 
dividend (to be defined presently) takes place among the produc- 
tive factors and not among persons or individuals This is so 
far as the theoretical aspect goes, but in the realm of practical 
agriculture, it is personal distribution that gains predominance 
over the functional, for neither does the farmer bother about 
the intricacies of the theory, nor does he think of the share of 
productive factors, except m personal terms He accelerates 
his productive efforts if he is sure of higher remuneration This 
remuneration is profit on the enterprise or the wage for the 
labour that he puts in but the Fact is that he concerns himself 
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about the total remuneration he gets. Supposing, he hires 
productive factors-, he has to pay for that, this charge is govern- 
ed by the share of these productive factors to the enterprise. 
The productive apparatus could be enlarged if the outlook for 
remunerating the productive factors is bright, otherwise the 
enterprise may shrink, or at least not expand. The limits to 
the expansion of the farm enterprise are set by the nature and 
amount of his earnings which are limited by the nature and 
character of distribution. 

The Natsonal Dividend. This concept was fathered by 
Professor Pigou, who defined it as the objective income measur- 
able in terms of money, included in estimating the national 
dividend. This means that the services that one renders to 
oneself would be excluded as also the honorary work and free 
benefits and charities. Paradoxical, as this definition is, it 
may be accepted in the absence of a better one. National income 
may be broadly said to include the income earned, the 
income received, the income produced and the income spent. 
In the Marshallian sense, the national dividend is composed of 
the net aggregate of goods and services, material and immateri- 
al, which have been produced by economic effort. Without enter- 
ing into controversies about the true and correct concept of 
national income, it is worth having a general idea about the 
national income and the national dividend in order to grasp the 
essentials of the general theory of distribution*, with special 
reference to the Economics of Agriculture. National dividend is 
the source of payment for all productive agents. It is not pro- 
duced and then accumulated, and then distributed; all these three 
acts, production, accumulation and distribution are simulta- 
neous, and not successive. It is the purchasing power that is 
distributed among productive factors, in the form of rents, 
wages, profits and interests. Productive agents are being cons- 
tantly paid and the national dividend distributed. A word 
about the calculation of the national dividend. There are three 
methods for its calculation: the census method, the income method > 
and the occupational method. The census method calculates the 
value of all annual produce, industrial, agricultural or any 
other type. Some allowance is made for depreciation, wear 
and tear and replacement of assets, as also for the use of cir- 
culating capital in the form of raw materials, mechinery and 
soils and mines. It is difficult to assess the exhaustion of the 
natural forms of the national wealth. The second method con- 
sists in adding together the incomes of individuals. This is 
considered more reliable for the estimates aremadeby conduct- 
ing sample surveys of incomes of typical families. The third 
method is that of the occupational census, by which the earn- 



538 


DtSTRimmVl. ASPECTS 


mgs of all the persons employed in different and several occu 
pations are taken into account A sample income is taken 
into account and this average earning is mulnpJed by the 
number of those engaged in the profession and the occupation 
It may be pointed out that what One has to guard against is 
the danger of double counting, for if the same income is count 
ed twice an inflated calculation which is not correct is 
made Also it is rather difficult to guard against this danger, 
for the possibilities of slipping into double counting are not 
remote From the agricultural point of view, the calculation 
of the national dividend is of paramount importance to the 
planner and the administrator, for the aim of national deve- 
lopment is to raise peasant s living standards The national 
dividend is the pool from which peasants are paid the shares 
of the different productive agents determined and the func- 
tional shares of different farmers carved out 

The General Theory of Distribution To unravel the main 
features of the general theory of distribution, the principle 
of substitution has to be invoked According to this principle, 
the producer so consumes his agents of production that he 
enjoys equimarginal returns As pointed out earlier, he goes 
on substituting one productive factor for another till the 
marginal productivities of different factors are equalised 
This combination the optimum one yields him the greatest 
profit Marginal productivity is addition made to totat pro 
dtictivitv by the additional unit It is the productivity of the 
marginal unit one which it is just worthwhile to employ At 
the margin of employment, the payment made to a particular 
productive factor is just equal to its productivity, for reasons 
which have been explained above It may also be pointed out 
that the act of production is continuous and marginal produc 
tivity could not be measured in isolation The productivity 
of the marginal unit is influenced by earlier units which have 
been in employment in the productive process The act of 
production is the result of the combined and the co operative 
efforts of the factors of production Thus marginal producti 
vity is measured by the increment that a particular factor of 
production makes to total production by its employment It 
may be stated here that the general theory of distribution is 
based on the marginal productivity explanation of produc 
tion The remuneration paid to a particular productive SactoT 
could not exceed its marginal productivity, for if it did, there 
would be loss on this account and that no business man 
would hroolc The supply of the factors of production is dis 
tributed in such a manner that their marginal productivities 
are equal in all uses It is assumed that the productive units 
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%Z i°2r OU f S ! nd - that , the inter-substitution as between 
the productnc factor is also possible. Thus in equilibrium 
the marginal productivities of all productive factors is the 
same m all employments and the marginal productivity of 
each factor is equal to that of any productive factor. And ths 
reward is measured by the remuneration paid to each produc- 
tive agent ; it is just covered by their marginal productivity. 
Over the economy as a whole the productive factors tend to be 
paid in accordance with their marginal productivities This 
principle underlines distribution. But there are certain assump- 
tions that underlie the theory. In the first place, to suppose 
that productive factors are homogeneous, is not very correct, 
then inter-substitution of productive factors, as assumed 
in this theory, is also not so much of a practical possibility es- 
pecinlly in the agricultural sphere. Sometimes the costs of 
additional units could hardly be calculated with precision, as 
for example, the personal and the family labour of the farmers. 
In the sphere of. land, especially, perfect mobility of the 
factors of production, as assumed in the theoretical framework 
■exists only in an ideal. situation. The most important assump- 
tion is the law of diminishing returns, which does not operate 

in agriculture, but efforts arc being made to nullify it. Still 

the theory holds good broadlv speaking. 


Functional Distribution. It is functional distribution that 
is. outlined and accepted by economic thinkers. By functional 
distribution is meant the distribution of the national dividend 
according to the functions that different factors of production 
perform, for instance, the functions of capital may be performed 
By a farmer trained in the arts of production ', a part of the 
wages that he gets is of the nature of rent of ability. It is the 
functions that are far more important than the factors them- 
selves. And it is difficult to assess the exact remuneration of each 
productive factor taken by itself, for that would be a tedious 
process,. and one governed by individual differences between 
productive factors. It may be pointed out that individual 
variations in the productivity of individual factors persist 
prominently. Thus the principles of distribution are related 
to its functional aspect. It is far easier in the sphere of agri- 
cultural activities to relate the theoretical framework to the 
functions of the different productive agents, rather than to 
the innumerable factors of production employed in agriculture. 
It is not difficult to grasp this principle for it is more conve- 
nient to make calculation in terms of functions rather than in 
terms of numerous individual productive factors in production. 
Distribution is, therefore, mainly functional as far as theory 
is concerned. 
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Personal Aspects But there is the personal aspect, too In 
fact, it is the personal aspect which is more relevant in practice: 
than the functional one The farmer m particular is not much 
bothered about the functional aspects of the various agents of 
production that he employs, he is rather more worried about 
the individual aspects of the same For he has to pay the 
landlord, the creditor, the labourer and the firm from where 
he borrows or buys the equipment Thus his concern is with 
the personal and the individual aspects of farming business 
Personal aspects mean that the farmer is paying not the agents 
of production but the persons who own the same, and in this 
respect his concern is not with the functional aspects of the 
agents of the production He gets an income, which, to say 
the least, is composite, and in this matter, he does not distin- 
guish ns between the various aspects of the same What pav- 
ment is for rent or for wages or for profits or for interest 
charges in the investments he has made does not pose a prob 
lem/orhim His concern is with inflating the whole com 
posite income as much as possible Similarly the other charges 
on the farm are also composite and it is very difficult to 
disentangle the several constituents of the same, even from 
the theoretical point of view Hence it is, that the view is 
held that a functional explanation of the remunerative aspects 
of the agents of production is more or less of only theoretical 
and of very little practical utility It has to be maintained, 
however, that this theoretical set up is to be understood as a 
preliminary to the fuller understanding of the all important 
subject of agricultural incomes, the disparities in the agricul 
tural set up and the personal aspect of the distributive problem 
as m farming 

Application to Agriculture In the preceding paragraphs 
Were noticed the main points of general theory, but in this 
paragraph, the theory is applied to the field of agriculture 
It may be pointed out that this application of the theory has 
a limited scope for the fact is, .that assumptions do not strictly 
hold in the field of agriculture Without trying to repeat the 
arguments advanced above, it may be pointed out that in 
agriculture more than anywhere else, the co operative effort 
of productive agents is quite indistinguishable, and it is not 
possible to find out precisely the share of each factor in the 
productive effort In the sphere o! industry, it may be possible 
to know roughly the contribution of each factor, by the 
methods of margins, but in agriculture so composite is the 
productive effort and so compounded it is of the efforts of the 
different agents of production that is well nigh impossible to 
extricate the one from the other And then the theory is based 
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on the concept of margins, and their working. Til emaginal 
contribution ( marginal productivity) is that of the margina 

unit. But in the sphere of agriculture, in particular, it is not 
possible to withdraw a marginal unit, say, of land; without 
upsetting the whole process. The loss of productive effort 
would be huge and inestimable to the farm enterprise. The 
measurement of the net marginal product presents another diffi- 
culty, f-or there are economics operative in agriculture, as in 
industry. To assess correctly the marginal productivity of a 
single unit in isolation is difficult. Farm productivity could 
not be measured apart from the combined efforts of the units 
of production. And then it is hardly practical to alter and 
vary the proportions of the combinations of productive units 
without disturbing production ns a whole. This is a serious 
thing and one that needs reconsideration • in the light of the 
above analysis. In agriculture, as in all other enterprises, 
technical requirements would not let the proportions of the 
factors of production be disturbed except at a cost to produc- 
tion on the farm. And then the infinite possibilities 
of the variations of the different units of production, as 
understood in industry, are more or less absent in the agri- 
cultural sphere. And lastly, it may be pointed out that as 
more and more of certain productive agent is employed, its 
price-cost relations arc disturbed with the result that the same 
cost could not be operative as in the calculations, made in 
light of the theory of distribution. This means that the theory 
is limited in its application to the sphere of agriculture. Still, 
in the absence of any other accepted theoretical apparatus, 
it must be appreciated that this theory does provide us with 
an elementary account of the nature and the character of 
distribution in the sphere of agriculture. It must also be re- 
emphasized that the theory is a positive statement and not a 
verdict on the justness of the remuneration awarded to a 
•certain factor. 


Rent and Agriculture. The most important payment i n 
agriculture, namely, rent is also the most basic one. Rent is so 
ancient and basic to the pursuit of agriculture, that it is regard- 
ed as the only charge on the farmer. This is attaching too 
much importance to rent and too little to other liabilities, e.g., 
wages and interest. ^ In agriculture, even if the farmer owns 
his own land, he docs stand to gain the benefit of not having 
to pay the rent which he would have had to pay, if he hired 
land. Thus rent does accrue whether the farmer pays it or not. 
This fact is significant in economic analysis and is taken account 
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of in theory The understanding about the theory of rent 1$ 
important for making decisions about payment to the landlords 
This means that (from the standpoint of the betterment of 
generations of land workers and farmers) the contract rent , fixed 
according to economic principles, should not impinge hard on 
the farmers, nor injure their business, but if the payment is 
heavy, the effect would be quite adverse Rent is, therefore, 
an important concept in agricultural analysis, for it has a 
bearing opon the present state of agriculture, as also on its 
potential earnings 

The Concept In evervday speech and in common 
parlance, rent means a periodic payment that is made for the 
lease of a certain piece of land, or any other form of property 
In this sense, rent would arise if a certain piece of machinery 
were hired and the payment for its use were of a periodic 
nature, but from the economic angle this payment would be of 
the nature of interest, far the piece of machinery is regarded as 
capital, which earns interest and not rent This is an import- 
tant distinction Rent is the payment made for the use of land. 
But here again difficulties may arise, for the element of interest 
may also be there m rent, as commonly understood above It 
has to be pointed out, that in this context land may have been 
benefited by several investments and capital expenses sunk in 
connection with improvements therein, all payments would be 
of the nature of the interest This means that all those ele- 
ments which are man-made have to be excluded from this view 
of rent Ricardo regarded it as a payment for the “indestruc- 
tible and original powe.s of the soil implying that the pay- 
ment was for the original (not man madej properties of the land 
under cultivation But it is rather difficult for anybody how- 
soever well equipped he might be, with all the theoretical 
apparatus, and trained in the arts of economic investigation, to 
disentangle the original from the man made properties and 
powers of the soil, for in fact all land has been brought under 
the plough by man Marshall saw “differential advantages’’ in 
Rent, while modern thinkers regard it as “transfer earn- 
ings ” 

The Ricardian Theory According to this theory, the rent 
of any piece of land is measured with reference to the “no- 
rent” land, which is the marginal land Ricardo thought of 
rent in the intensive and the extensive cultivation of l«nd 
First grade paid a rent with reference to t(ie landonthe mirgin 
The marginal land, that land which just paid the expenses of 
cultivation could not afford to pay rent Ricardo took the 
example of the new countries, where the settlers had just 
arrived In the initial stages of their stay they would exhaust 
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all good land, the A-grade land, thus with the expansion of 
population they would have to till other inferior types of land, 
with the result that in the event of demand becoming intense 
for superior grades of land, these would begin to yield rent r 
which would be equal to the difference between the superior 
grades of land and the inferior grades as expressed in their 
productivity. Thus this process goes on as cultivation extends 
to the inferior lands, with the result that when this land is 
exhausted, rent begins to be paid for the inferior grades of 
land. There are also lands which pay no rent, for they are 
the marginal lands, in the sense that they are on the margin 
of cultivation. These lands are the base on which to calculate 
rent of superior plots. This is so far as the payment of rent 
in the extensive system is concerned. Under intensive cultivation,. 
rent is calculated on the basis of the no-rent land, in the sense 
that this land is so exhausted that it could not pay any rent 
for that would be unremunerative. Calculating on this as the 
base, progressively higher payments are made for the better 
grades of land, until the virgin land is employed and the 
highest payment made for it, for it is the most productive. In 
this sense, rent is paid on the differences of productivity with 
reference to the last remunerative piece of land. And in fact, 
as is pointed out by Ricardo, the payment of rent is the 
resultant of both the intensive and the extensive systems of 
farming. The implicit and underlying assumption is that the 
superior lands remain superior and more fertile while the 
inferior lands remain inferior unable to produce as much as 
the superior lands could. Thus the Ricardian analysis is based 
on the acceptance of the concept of “the original and the 
indestructible powers of the soil”. These powers of superior 
soils could not be destroyed by successive cultivation, exhaus- 
tion of the soil may ocur, but not complete depletion of the 
original and indestructible powers. The differences in the 
superior and the inferior lands, being of a permanent nature, 
do persist. The assumption is that the first settlers (intuitive- 
ly settle on those pieces of land, which are the most fertile 
and the best. With the increase of population the supply of the 
good pieces of land begin to decrease and the newer settlers 
are forced to go to inferior lands. Implict is another assump- 
tion that the law of diminishing returns does operate on the- 
farming system, with full effect. 

Critical Appreciation, It may be pointed out that the 
Ricardian theory has not been accepted by a large majority of 
economists. Ricardo detected an element of scarcity payment 
in rent, he also appreciates the fact that the no-rent land may 
also be paying rent for the reasons of scarcity', he terms it 



544 DISTRIBUTEE ASTECT& 

scarcity rent But the theory has vulnerable points In the first 
instance, it has been repeatedly maintained that there are no 
original and indestructible powers of the soil The better soils 
do lose their powers and the bad soils regain fertility and 
improve upon their original powers under proper scientific 
treatment The advancement of science has made glass house 
Culture possible, not to speak of rejuvenating bad soils and 
making them fitter than the neglected and exhausted ones It 
js further pointed out that the original and indestructible 
powers of the soil are non existent, all soil is man-made But 
m defence of Ricardo, it may be maintained that the indes 
tructible and original powers of land includes such natural 
gifts as air, sunshine, climate, etc Another line of attack is 
that colonisers do not *ettle in the manner described by him, 
for they may be totally unaware of and unable to choose the 
best lands Carey pointed out that they settled on the more 
accessible lands in preference to the most fertile ones, which 
they could not have located. This is an important point, and 
Carey refers to the importanae of rent arising out of better 
situation True, that Ricardo did not take account of the 
factors of situation and accessibility Another objection is that 
the term “fertility” is not defined by Ricardo, fertility depends 
on the ability of the farmer and the productive methods 
used in the production and is relative to the crops grown In 
fact, fertility is a variable concept and it changes with advances 
in arts of production In Ricardo’s days, the changes of 
increasing fertility were not immediate, for science had not 
attained such heights Concept of the nc-rent land is another 
vulnerable point in his theory, for as Ricardo mmself is 
forced toadmit, an elementof scarcity may enter into rent and the 
no rent lands be forced to pav rent due to scarcity It may be 
rather difficult to locate the no rent land, which theoretically 
speaking might exist in some other country Again the 
corollary that the marginal land does not pay any rent, and 
that price is determined independently of rent payments is also 
not unexceptional, for in certain cases, rent does enter price 
Still, it may be stated that, broadly speaking, prices are 
independently determined and rent has little to do with their 
determination. And there are economists, who think that 
there is no necessity of having to evolve a separate theory of 
rent, which they believe, is the resultant of economic equili 
brmm and is determined accordingly In their opinion, the 
payment is fixed more by the special contracts which are made 
by the peasant, who decides to cultivate a certain piece of land 
and also rents it for his cultivation purposes 


Differential Advantages It was Marshall who improved 
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upon the Ricardian theory by s lying that rent arose out of the 
different advantages which one piece of land possesses over another 
piece and from the margin upwards. In this sense, the 
marginal piece is without any differential advantages which 
give rise to the differential rewards, arising out of the unequal 
distribution of the special gifts of nature. The economic rent 
depends on the surplus output of one piece of land over 
another and the value of that surplus produce, too. To what- 
ever factors greater output of one plot of land may have been 
due, is immaterial, for all these factors are grouped in 
“differential advantage 5 ’, which might also cover not only 
fertility but also such other factors as greater accessibility to 
markets and raw materials) these reducing selling costs and 
other expenses. Thus economic rent depends on the degree 
of proximity to and accessibility of raw material and markets. 
It must be recognised, therefore, that this term is far more 
comprehensive than the “original and indestructible powers 
of the soil.’’ Rent accrues out of several considerations, and 
Marshall very wisely grouped all these factors under “differen- 
tial advantages”, which one piece of land possesses over 
another. As already pointed out, in an earlier chapter, the 
efficiency of land is twofold, physical and economic. The 
former is measured by the physical output per acre, while 
the latter only refers to the money output of a certain 
piece of land. It may be stated that while Ricardo talked 
of the physical efficiency of land, it was Marshall who, 
by coining a new phrase, adverted to the economic 
efficiency of land, for he thought and rightly so, that 
rent was the outcome of the economic forces operative on land, 
as measured in terms of the money return. The differential 
principle explains why one plot of land earns a higher rent than 
another piece but it may be pointed out that even this fails to 
account tor the emergence of rent. Why does rent arise ? This 
question remains unsolved and unanswered by this differen- 
tial principle. It is maintained that differential advantages 
explain the phenomenon of rent payment but only partially. 
Though an improvement on the Ricardian explanation, it fails 
to account for rent to be paid to the landlord whether that parti- 
cular land is or is not gifted with differential advantages. Differ- 
ential advantages also arise with reference to marginal land, 
but the theory does not account for the payment of rent for 
marginal lands. According to both the theories, lands, below 
the margin (i. e. those which do not ever cover the expenses of 
cultivation) need not pay rent and are likely to go out of 
cultivation; while the experience is that this does not happen, 
for the sub-marginal lands also continue to pay rent, even 
when they should not in the light of the theoretical analysis. 
Land may be sub-marginal for a certain commodity, and 
.marginal with respect to another. 

35 
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Situation and Fertility . Distinction should be made bet- 
ween the impact of fertility and situation with reference to the 
determination of rent Fertility it was that Ricardo stressed in 
the matter of the determination of rent, while Carey empha- 
sized the role of situation Marshall who digested all that 
had been said before, emphasized both situation and fertility 
when he talked of “differential advantages” From the culti 
vation point of view, fertility is more important a determin- 
ant that situation But it may be pointed out that despite the 
importance of fertility in this context situation does become 
significant when the farmer markets the produce as the farms, 
better located in point of situation are at a greater advantage 
than those which are further away from the market In point 
of farming costs, too, the importance of situation is well realis- 
ed in regard to the accessibility of raw materials and the im- 
plements of production, especially in a highly mechanised 
economy Both situation and fertility plav an equally impor- 
tant part in the determination of rent and it is not possible 
for us to attach importance to either The difference as 
between fertility and situation may also be significant in one 
more respect The advantages of location and situation may 
have already been realised, benefits arising out of situation are 
realised when farms arc located Hen«-e rent is in this sense, 
the resultant of situation and fertility both 

Growth of Population Ricardo placed reliance on the 
Malthusian Theory of Population, for he derived his law of 
rent from the same theory When colonisers settled in a new 
country and population began to expand, only then did 
rent rise and emerge But what if population did not 
rise as expected ? Ricirdo thrught that rent would rise when 
the inferior lands were brought into cultivation as a result of 
the expansion of population and hence more pressing demands 
for food Now this is a situation which might not endure in 
the modern world , it is not necessary that population expands 
so that resort may have to be had to inferior lands and then it 
is also not necessary that the demand for food might expand 
The reason is that the growth of population has been control- 
led in the modern economies to the extent undreamt of by 
Ricardo and Malthus and that food habits have so undergone 
a change that agricultural supplies alone are not strained Thus 
the prediction of both Malthus and Ricardo are falsified The 
theories stand discarded now Hence, the emergence of rent 
is solely due to the growth of population and the consequential 
increased demand for food may not be causative of rent, it is the 
demand for more and more land for recreation and allied uses 
that may lead to the emergence of rent Rent, therefore, is the 
resultant of several factors 
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Rent and Quasi-Rent. Though not so important from the 
point of view of agriculture, yet the distinction between “rent” 
and ‘quasi-rent” needs to be drawn, if only for clarity of thought. 
Quasi-rent is not a form of rent, but a payment which arises 
in the same manner as rent does. Marshall, who 'fathered this 
concept, pointed to relative scarcity also being a cause of rent ; 
quasi-rent arises when a certain article or agent of production 
gets scarce, temporarily, the payment made for it is much above 
the normal and is described as quasi-rent. It is the surplus 
created by factors the demand for which has suddenly increased 
and which are not reproducible all at once. This surplus is 
only temporary and does not have any permanent significance for 
the economist or the agriculturist. The distinction between 
rent and quasi-rent is a function of time and of degree of pro- 
duction, for if durable goods which yield quasi-rent are not in 
shortage, the payment for them becomes normal and the quasi- 
rent disappears. The differential surpluses arise because they 
have become relatively and exceptionally scarce in relation to 
demand. But while the supply of land is limited in an abso- 
lute sense (?), the supply of these durable goods is not so, it is 
scarce only for the time being. Thus quasi-rent arises in the 
short period. No wonder, there is not much appreciation for 
this concept as the short period is indefinable. For the short 
period, quasi-rent may be regarded as the necessary profit ; it 
does not form a part of costs, but ultimately it does. From the 
point of view of the agriculturist, the concept does not appear 
to be very helpful, for agricultural factors (which are durable 
in nature) could not be regarded as paying quasi-rent, and not 
interest or wages. 

Unearned Increments. Since the publication of “Progress 
and Poverty” by Henry George, the concept of rent as an un- 
earned increment has been quite popular ’, rent is of the nature 
of a surplus which the owner of land has not made efforts to 
earn. Rent, in this view, arises out of social progress with the 
expansion of the urban areas, the rent may arise in the case' of 
lands in the suburbs, so far useless. Thus this surplus should 
justifiably belong to society and not to the individual concern- 
ed. Rent is a function of social development. But this con- 
cept, though visibly correct, is fraught with several difficulties 
of understanding. In the first instance, isolating the earned 
from unearrfed increments is difficult. And then there may also 
be negative increments, or fall in values when social decay 
begins to adversely affect a certain place. What about these 
decrements ? And then it is pointed out that it is not only land, 
whose value rises with social change ; unearned increments 
may also arise in the case of labour and capital- Modern 
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theorists refuse to accept the concept of unearned increments 
becoming rent, for the landlord has to balance different uses 
of land, and the emergence of the increment would depend on 
the type of the use made by him of his land. And lastly, this 
concept does not explain the usual circumstance of rent, when 
no unearned increment may have arisen Still, the theory is 
valuable in that it focusses attention on the unearned land 
income which may rightly be claimed in taxes by the state as 
its due 

Transfer Earnings Attention may be invited to another con- 
cept which has recently become popular, and is primarily of 
use tn explaining the income from land, so far regarded as 
rent Transfer earnings cover all other payments made for 
the other factors of production It is suggested that the means 
at the disposal of the community are scarce in relation to the 
demand for them And that the endeavour is to put them to 
the best uses , for they arc capable of alternative uses, with the 
result that the transfer from one use to another is not an un- 
common phenomenon Higher earnings attract the means of 
production to transfer themselves to another more remunera- 
tive use In another industry, earnings may be most favour- 
able “Transfer earnings” are what a factor makes in the 
most remunerative use and for the best alternative This con 
cept is closely linked with the concept of economic rent, which 
is now explained in the terms of transfer earnings ,the peasant 
devotes land to the best possible use, or discovers the best use 
to which it could be put Rent is sometimes defined as the 
“excess of what any unit gets over its transfer earnings ” This 
means that transfer earnings of specific lands is nil, for they 
could not be transferred to any other use with advantage But 
it may be pointed out that the transfer earnings concept is 
useful from the practical point of view, for rents are determined 
as between the landlord and the tenant from the standpoint 
of the transfer earnings A landlord, when letting out land to 
a tenant, takes into consideration the transfer earnings of that 
piece of land and fixes rent accordingly , all the alterative 
crops and enterprises are taken into consideration when charg- 
ing rent, which definitely would be pitched highest possible 

The Modern Version In the view of the modern econo- 
mists, the theory of rent is not quite necessary for agricul- 
tural analysis ; it could easily be discarded. It is pointed out 
that the essential factors about the emergence of rent are rela- 
tive scarcities of the plots of land and, that the land is grad- 
able into different grades. But fundamer tally speaking, rent 
is paid simply because the produce of land is scarce in relation 
to the demand for the same Even if land were of uniform 
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quality, and not gradable rent would still arise. Similarly, 
even if land were not scarce, but its produce was, rent would 
arise, for the scarcity of land is derived from the scarcity of the 
produce of land. Hence, it is maintained that the rent of land 
accrues because of derived and not original scarcity. On simi- 
lar principles, do the payments of wages, interest, and profits, 
arise out the scarcity of labour, capital and enterprise in 
relation to the demand for the same. In this context, a new 
light is thrown on the concept of rent, which is thus rendered 
superfluous. Thus rent need not be placed in a different cate- 
gory for it is determined by the marginal productivity princi- 
ple, just like other payments. The theories advanced above, 
therefore are not complete explanations of rent and may be given 
up in favour of this contention. The scarcity principle may 
now be explained- The farmer entrepreneur endeavours to bring 
about the least-cost combination of productive factors, and 
increases productivity by combining and utilising the variable 
factors in increasing quantities. The price of the output just 
covers the marginal costs. Rent arises because of the operation 
of the Law of Variable Proportions. This concept does not 
distinguish between the remunerations of other productive 
factors and the rent of land. Rent also arises out of marginal 
productivity. 

Dynamic Aspects. The behaviour of rent depends on the 
nature of economic progress, characterised by the advances in 
the methods of production, i.e., the technique of agriculture 
and the improvements in the means of the transport and their 
extension*, the behaviour of population and the concept of wel- 
fare. In the first instance, increased employment of technique 
means saving in the use of land; the scarcity of the land is 
reduced, and from this angle, rents decline, if rent is regarded as 
a payment for the scarcity of land. In respect of the transport 
improvements, the differences in situation are minimised with 
the result that rents also fall. Regarding the behaviour of 
population, there may be two opinions. There is the likelihood 
of population to rise (especially in the backward countries, 
which on the first impact of progress, raise their survival rates) 
with consequential congestion and greater demand for land; 
this would raise rents. But if the population declined, higher 
standard of living heightens demand for housing and recrea- 
tional purposes; rents would be raised, And the welfare state 
may establish more and more industrial units with the consequ- 
ence that the rents are on the incline. How (ar would these 
rent-raising factors nullify the rent-depressing ones, depends 
on their relative strength. Still, it could be said that the 
balance may be in the favour of the factors favouring the 
raising of the rents especially in the long secular period. 
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The Inference From the above, it may be inferred tbit 
the operation of the Ricardian and the Marshallian theories of 
rent is not without exceptions It needs to be re emphasized that 
the actions of men in renting land are very similar to those 
that underlie in evaluating other factors of production And 
in the light of the above analysis it rmy be concluded that 
farmers are distributed on different farms in accordance with 
their efficiency and in keeping with the efficiency of the lands 
they cultivate But due regard must be had to the operation 
of certain "invisible" institutional factors, like prevailing 
customs, sentiments, and ignorance, that hinder the full and 
free operation of economic forces Variations in the efficiency 
of labour and other factors of production influence the deter- 
mination of rent Efficient farmers realise higher rent, being 
able to bid high, when competing with other farmers It may 
be said without any exaggeration that the rent of land, per- 
spectively. is fixed according to the law of transfer earnings 
and not according to the other outmoded and out of-date the- 
ories, new discarded 

Profits of Enterprise The next item is profits that accrue 
in the agricultural sphere The payment of rent is the most 
important of the payments made by a farmer, but profits stand 
next in the order of significance to the farmer entrepreneur, 
who undertakes the enterprise with a view to miking the 
highest profit This is the order of priorities which the farmer 
himself sets for himself Profits are to be viewed is the diffe- 
rence between income and expenditure (costs and receipts) of 
the farmer entrepreneur Mere efficient farmers reap larger 
profits, than his relatively inefficient brethren The most 
efficient farmer could secure high profits from land that is most 
useful for a particular line of production But these preli- 
minary concepts have to be understood clearly. 

Difficulties of Definition While in the case of the other 
factors of production there is a definite demand, from some 
external source, in the case of the entrepreneur, the demand is 
self-creited The entrepreneur is purchased by the community, 
indirectly, this statement is just to complete the theoretical 
framework The other difficulty that arises in the assessment 
of profits is that while the receipts of the other factors of pro- 
duction are more or less clearly defined, those of the entrepre- 
neur contain an element of his wages which are indistinguish- 
able from his profits In the case of the farmer-entrepreneur this 
difficulty is of paramount importance as the farmer is himself 
the entrepreneur and also the participant in the act of produc- 
tion. Thus his wages are intermixed with his profits And the* 
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difficulty persists because of small farming unit, the account- 
ancy aspect is very very defective, so that no clear line could 
be drawn as between the different earnings of the farmer. 
Gross profits consist of several different elements : interest on 
entrepreneur’s capital (machinery and equipment) that accrues 
to him, rent for land which the entrepreneur-farmer owns and 
cultivates, wages of the labour that the farmer and his family 
invest on a family farm, other payments that also accrue in the 
shape of the advantages gained in respect of free food and other 
such farm provisions for him and his family, and the unearned 
increments in respect of land, equipment and the produce whose 
price may rise due to certain social phenomena. To disentangle 
pure profits from these composite payments is difficult. Still, 
bearing this in mind that profits are also of the nature of the 
monopoly and conjunctural gains, the distinction as between 
the entereprenurial earning and other rewards is clearer. 

The Farmer Entcrprcnur. The functions of the enterpre- 
neur in farming business have to be understood clearly in order 
to assess his role and the nature of his profits. The enterpre- 
ncur in the farming business is not a little different from that 
in other businesses. Firstly, the farmer is exposed to the hazards 
of nature and the inclemencies of weather. Even if the farmer 
had all risks insured, the premiums would be higher than 
charged in the industrial sector. Secondly, uncertainties in 
agricultural enterprises are more pronounced than in other un- 
dertakings. Their seasonal character adds to the multiplicity 
of these uncertainties, which in industry prevail to a very much 
lesser extent. Thirdly, monopoly gains in the business of 
farming are not as in the field of industry, for the simple reason 
that the unit of operation in farming is the small-scale, and 
any isolated unit is unable to influence price. And fourthly, 
the accrua-l of conjectuf-al gains in these pursuits is more for 
agricultural demand and supply to change. Supply seldom 
assumes an elastic character as that of industrial products. 
The scope for the introduction of new and novel products is 
limited in the sphere of agriculture, while in the manufacturing 
sector, this is an important and significant reason for differen- 
tial profits earned by different entrepreneurs. And lastly, we 
must also recognise the agricultural enterepreneur as much less 
enlightened than his industrial and commercial compatriots, 
who devote more time and money to improving their knowledge 
about men, methods, markets and many other things. 

Rale of Profit ’! . There may be a rate of .wages, a rate of 
Interest, and also some rate of rent, but it is impossible to 
speak about a rate of profits except in a very blurred sense. 
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Profits are distincty individual piyment varying from person 
to person, from farm to farm and from enterprise to enterprise 
In fact, the profits are highly personal There could not be 
any uniformity about a rate of profits, for their one charac- 
teristic is their variability From this angle the rate of profits 
is a misnomer, though speaking vaguely, the “rate” of profits 
in the industrial sectors may be higher than it is in the farming 
sector, meaning thereby that the earning in the former are 
higher than they are in the latter But the misconceotion 
needs to be cleared at this stage for profits vary from enterprise 
to enterprise, and from person to person and have no reference 
to investments made, the rates need not be high with the bigger 
investment, nor would it be lower with the lower investments 
Hence to speak of a rate of profits is a misnomer and also not 
correct from the point of view of clear thinking 

Theoreltcal Explorations The main explanations centre 
around the concept and the definitions of profits It was 
F B Hawley who announced that the profits were a reward for 
the rtsk bearing functions This seemed to be partially true, 
for the amount of the risk in the economic activity is of great 
moment, and the entrepreneur has to cover it in order to be 
successful But with the development of insurance, the element 
of risk no longer remains such a threatening factor, as it could 
be insured , in the west, m particular, the insurance against 
risks in the agricultural sphere is very prevalent It could 
not be assumed that high profits are at all proportionate to 
the risk assumed, for in the sphere of agriculture as compared 
with the industrial sector, though the magnitude of risk is very 
high, yet profits are not at all high And a successful and wise 
enterpreneur insures most of the risks rather than bear them 
himself An improved theory was enunciated by J B Clark, 
who took a dynamic view profits are the difference between 
the static price and the dynamic factors this means the dynamic 
factors are responsible for the emergence of profits to enter- 
prising enterpreneurs who have the capacity of forecasting 
the future with a greater amount of exactness This view is 
criticised on the ground that profits are also negative, and the 
dynamic explanation could not account for the fact True, in 
a stationary state, the profits may vanish under competition, 
but we are not living under static circumstances If the law 
of change were known, profits would not arise But the common 
experience is that profits still emerge and also continue to 
persist even in the face of better knowledge about the law of 
change Professor Knight described profits as a reward for 
bearing uncertainties Knight makes a distinction as between 
the foreseeable and unfore eeahle risks, the foreseeable risks are 
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insurable ones, and the unforeseeable ones could not be insured 
against. These latter are termed uncertainties - The foreseeable 
risks are regarded as physical risks and are insurable, these 
could be covered beforehand by the payment of premia, but 
not uncertainties, or economic risks. Uncertainty is 1 regarded as a 
separate factor of production and the profits as a payment for 
uncertainty-bearing. It is also pointed out that uncertainty- 
bearing is usually concerned with capital investment which in 
the farming business, is very low. Uncertainty-bearing does- 
not limit the supply of the entrepreneurs, nor their functions. 
Uncertainty bearing could hardly be elevated to the status of a 
factor of production. In the light of this, it must be admitted 
that as far as the farmer is concerned, there is no satisfactory 
explanation of profits at least in agriculture. 

Profits in Progress. Taking the dynamic view, in agri- 
culture, there seems to be no cause for pessimism, though the 
anticipation is that the profits may decline with economic 
progress, which would leave fewer opportunities for better 
investments. But in agriculture, the effort to achieving parity 
with industry would ensure that progress heightens profits 
secured by an agriculturist- Transitional is the present phase 
in agriculture, even in those economies, where disintegration of 
holdings has considerably reduced their size. With growing 
consciousness and with the passage of time, the uneconomic 
character of agriculture may no longer remain. Another 
point is that the size of the holdings may also be enlarged with 
progress, for the consolidation movement ensures at least an 
optimum size', consequently agricultural profits are raised. And 
then; there is the impact of scientific progress and the ma’-ch of 
technique, which is unabated in itself; ultimately agricultural 
costs are reduced and greater profits left for the cultivator. 
Finally, the recent movements for the satbilisation of agri- 
cultural prices, so as to eliminate fluctuations would be potent 
enough to increase the cultivator’s income- This may be noticed 
in its economic bearing on agriculture. The farmer may grow 
more and more proficient in his business and accumulate and 
invest larger amounts in his farm with the result that profits 
may be considerable. On the whole, the impact of progress on 
profits is to increase them, in so far as the agricultural sector 
goes, and the farmer-peasant is concerned. 

In Perspective. In conclusion, profits appear quite impor- 
tant as an incentive for the farming business. Economic per- 
formance may be creditable under high profits. Without profits 
the farmer could not build up reserves, which are the lowest as 
far as the farming business is concerned. And he would also 
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5tay on in his business, with the lure of f_ood profits In this 
connection it miy be pointed out that profits prrvide this 
spurt to the firmer and prevent lnm from falling into the rut 
-o T tenancy which is avoided to let peasant proprietors flourish 
This would hive far reaching effects on the agricultural system 
From the social point of view good profits stabilise agriculture 
and strengthen the economic foundations of the national farm 
economy 

Wages an l Labour The problems of wages and labour are 
important From the national point of view, a good labourer 
is in asset to the economy in general for he works harder and 
the productivity of land and agriculture heightens There ire 
different types of farm workers First is one who is lodging, 
ooarding and sharing the life of the farm family , he expects 
to become an independent farmer in course of time Next is 
the worker who lives in a separate boarding house where he 
dines to himself, and does not have any personal touch with 
the farm family In his case, the wage motivates his action 
The third type is the hired married worker, who lives in cottage 
to himself, in iddition to the wage that he receives in cash 
This worker has the lure of being able to get some place to 
live, and is, therefore, ready to accept even low wages, for 
there is the additionil benefit of residential accommodation 
Fourth type of worker finds his own place to live and lodge, 
but who works on the farm , he is not a part of the farm orga- 
nization, for both the wife and the husband have to be kept 
contented if the worker is to remain on the farm And lastly, 
there is the landless, unskilled labourer who lives in the yillage 
m some sort of a hovel and works off and on for the farms 
The wages in all these cases ire different this point has to be 
remembered in ill discussions about wages and earning A 
wage may be defined as a payment for work done by labour, 
whether that work be mental or physical 

Methods of Wage Payments The fixation of wages differs 
with the different metheds employed by an employer In the 
first instance there is the method of piece wages, which are paid 
when the work could be easily standardised or measured, or 
when an employer wants a larger output 'fotal remuneration 
is determined by input on the farm, he may be paid by bushels 
that he binds or by furrows he ploughs But no regard is paid 
to the quality of the work done Time wages are preferred when 
quality is the mun consideration, or work could not be stand- 
ardised or reduced to piece work For instance, the managerial 
and the administrative jobs are not possible to reduce to piece 
work with the result that this type of work is paid according 
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to the time spent, say by the week, month or year. Third, the 
talk wage, is paid for a certain task, which the farmer assigns to 
the labourers; the wage is paid when the task is over as a whole. 
The task is definite and known both to the farmer and the 
labourers, and therefore, the wages are also definite and settled. 
Fourth type of wage is known as the contract wage, paid by con- 
tract; a certain job is to be completed within a certain time- 
span, and if it is not done, the contract is unfulfilled. And 
then ranks the sliding scale method by which wages are paid 
according to the variations in the prices and costs of living. 
Some employers enter into what is commonly known as profit 
sharing, while the others prefer the pure sliding scale system. 
Odd as it may look, the sliding scale system; though not prac- 
ticable in the realm of industry is quite common in agri- 
culture sector. For in agriculture, a part of the wages; (and 
even the whole of it in certain regions) is paid in terms 
of kind, and thus the adjustment to the cost of living and the 
prices is automatically made. Next is the premium mage (which 
may be attached to the basic-time mage) this is paid for extra 
work. This is an incentive mage, payable to labour, in order to 
impel them to work harder. Another type is the group mage, 
paid to a group, (in the case of agriculture, the family) for 
the work that they put in; this wage has the relative advantage 
of ensuring labour supply, for it is the group that is to bother 
for securing labour supply for specified jobs, and not the em- 
ployer. Customary wages are especially important in the sphere 
of agriculture, for they arc not determined by the interaction 
of the forces of demand and supply, but by the sanction of 
custom. And lasflv, the minimum mages are fixed by some exter- 
na) authority, in the case of the very low-paid professions, and 
for agricultural workei s, and low-paid, unskilled, landlesd- 
labour, who do not earn much, and whose work is also of as 
casual nature. 

Fixation of Wages. In the various explanations of the wage 
theories, there is the Subsistence Theory of the Physiocrats, 
according to this theory, which is based on the Malthusian Law 
of Population, the level of wages would always remain on the 
subsistence level, for if the wages did rise, the multiplication of 
the numbers would nullify the same: greater competition among 
the wage-earners would again depress them to the fonnerjow 
level. This is also known as the “Brazen Law of Wages”, or 
the “Iron Law of Wages”. In fact, the theory crystallised 
itself, from the observations, which the French School made of 
the poverty-stricken conditions of the French peasantry. Audit 
must be said t.o their credit that as the Malthusian trends o 
population are visible, this theory is applicable, especially in 
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the backward regions, where population expands at a rate 
which brings living to the subsistence level In the advanced' 
economies, however, the theory is inapplicable, simply because- 
of the fact that the Law of Malthus does not apply, even in 
the agricultural sector But the world being predominantly 
constituted of backward regions, the application of the theory 
seems to be quite wide In agriculture, the application is un 
exceptional for the law of population docs operate and with 
redoubled vigour expecially in the backward regions With 
out gotng into its intricacies it is pointed out that its applica- 
tion is limited by the limitations imposed upon it by the 
Law of Malthus The next theoretical framework is that of 
the Residual Claimant Theory which was enunciated by the 
American economist, Walker, who thought that wages are a 
residue left over to the labourer, after all other factors of pro 
duction are paid out He did not think that any law operated 
for fixation of wage, wages were paid by the amount of this 
residue In this connection it may be stated that the theory 
ceems to apply to agriculture for the farmer does receive his 
wages’ , only after he has paid out the other agents of produc- 
tion Thus wages could rise only by slicing the claims of 
other factors of production, or by increasing total production 
The farmer would be well-advised to improve his productivity 
and reduce the recurring charges that he may have to pay, 
thus the residue could be increased and so also only Lould his 
wages Objections against the law arise from the fact of wages 
being possibly raised by collectivisation or by state interven 
tion without the residue having been raised in any way It also 
ignores the influence of supply on the wages and the wage pay- 
ments It is also pointed out that the residual claimant is not 
the worker but the entrepreneur who undertakes production*, 
in this sense it may said that this theory does eminently suit 
the farmer entrepnneur, who is also the labourer and the entre* 
prenur On the whole, the theory is not unreal, for it is based 
on a recognition of the fact, that in the farming sector, the 
theory does explain the remuneration that goes to the peasant 
proprietor, who is the recipient of the residue, after all other 
agents of production have been paid out by him In the Mar- 
ginal Productivity Theory, wages approximate to the marginal 
product of labour, while Taussig thought that it was the 
Discounted Marginal Product that accrued to labour, for in his 
view, there always elapsed some time, between the payment to 
labour (which was made in advance of the sale of the articles 
and the commodities), and mathematically speaking, the 
labour must get deducted the discount for the same period 
of waiting The theory is a familiar explanation of wage 
determination in the industrial and the commercial sectors 
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rather than in agricultural, for the simple reason, that the 
farmer seldom makes such detailed calculations as to decide 
first about the marginal product and then about the discount 
to be deducted from the same. The modern modification to 
the above theory is that the wages are fixed as between the two 
extremes, the one determined by the discounted marginal product , 
and the other determined by the subsistence of the labourer or 
hy his standard of living where exactly the wage would be deter* 
mined is decided by the bargaining strength of the two parties, 
the employers and the employees, and that would be wage-level. 
The upper limit is the economic zoage (that fixed upon by the 
marginal productivity in the discounted measure) and the 
lower limit (fixed by the living or the subsistence standard) is 
the social wage (that fixed upon by marginal productivity in the 
discounted measure) and the lower limit (fixed by the living or 
the subsistence standard) is the social wage. All wages must 
fluctuate between the social and the economic wage-levels. And 
this level, by itself, is also indeterminate, for the discounted 
marginal prodiict of each worker is not calculable, either by 
the employer or by the labourer himself, though the lower 
limit, the social wage, is more determinate, for the subsistence 
level is more or less known for the labour force. Still, the 
modern modification of the wage theory of the Marginal Pro- 
-ductivity (along with the addition made by Taussig) is only a 
theoretical framework, not useful in practice especially as it 
obtains in agriculture. 

Wage on Farms. In the realm of agriculture, the applica- 
tion of the theoretical apparatus in respect of the wage-fixation 
is not a little different from that in the sphere of industry. 
The wage is the result of the bargain made between the emp- 
loyer and the employees ; the amount that the wage-earner 
■demands depends on desire for employment while the amount 
that the employer would offer, is based upon the anticipated 
usefulness of the labourer to his enterprise, and the state of 
actual competition as between employers and employees and its 
•employer-employee aspect. This triangular competetion deter- 
mines the actual wage to be paid to labourer. The supply of 
farm labour force is not so mobile as that of the industrial 
one. Second, the workers who are accustomed to farm work 
very much hesitate to shift elsewhere as they would be totally 
unskilled for any other job. Thus there is rigid and inflexible 
supply of labour to the farm labour market. It may also be 
pointed out that the demand for agricultural labour is more 
or less of a seasonal character with the result that wage varia- 
tions are more pronounced here than in any other industry. 
Agricultural wages are of residual character, and not determin- 
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ed bv scarctty To the urban industries apply the theories of 
the marginal productivity, while in agriculture, residual claim- 
ant theory stays There has been a comparative over-supply 
of labour in the sphere of agriculture, particularly now, because 
of the mechanisation craze Farming, therefore, has mainly 
remained a labour intensive industry, except in recent times, 
when it assumed the capttal-tntenstte character And in agncul 
ture has persisted the endemic surplus of workers for whom no 
better employment is to be found Thus agricultural wages 
stay at a low level, nearly at the subsistence level And then 
migration, its nature and character, has also to be noticed , mi- 
gration urban wards leaving a residuum of people for whom 
there is not a chance of improving their prospects by moving to 
the towns , this residuum of unenterprising, slack and unadven* 
turous people in the villages, could not command high wages , 
the got paid low wage rates Another cause accounting for 
the low level of rural wages is the fact that agricultural pur- 
suits were always ready to receive back the surplus which urban 
areas did not and could not absorb in their industries It may 
be pointed out that this sort of backward movement of the surplus 
population is still persistent in backward areas And then the 
custom of making payments-in-kind treating the worker as a 
semi domestic and giving him a semi-subsistence status have 
also survived and accounted for the low wages in agriculture 
Next, even if the workers be employed more or lesson a perma- 
nent basis, the agricultural operations remain only seasonal, 
with resultant low wage levels And lastly, agricultural work- 
ers have, so far been unable to organise themsehes as workers 
in the urban areas do , consequently trade union action has 
been absent 

Custom and Competition The role of custom and competi- 
tion m the determination of the wages, m agriculture, is an 
important point to be reckoned with In the ‘first instance, it 
is custom that is the major determmant of wage levels in the 
sphere of agriculture rather than competition In the back 
ward countries, especially, the force of custom is quite impor- 
tant and wage determined with reference to its operation for 
rarely has the ignorance of the farmers let them make them re- 
quisite calculations of their critical appraisals about customs 
which is accepted as such But with the passage of time, the 
force of custom considerably weakens Meanwhile, with the 
introduction of the money economy in the backward economies, 
the customary wages which were being paid in kind, (and thus 
automatically adjusted to the cost of living) were converted 
into cash, and made rigid Thus the low level of the agricul- 
tural wages was established by their conversion of customary 
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wages (paid in kind) into cash terms. With the emergence of 
competition in rural areas, and in the light of factors, enume- 
rated in the last paragraph, a low level of wages persisted in 
the agricultural sector. And when competition replaced cus- 
tom, its severity was pronounced; the result was that the wage 
levels sank to very abysmal depths. Custom worked havoc, when 
it was converted to cash, and competition made things worse. 

Wage Incentive ■ Wage methods in agriculture are more or 
less of the routine type and not of divers types ; therefore in- 
centive methods have not yet found their place in rural life and 
work. Wage incentives are being utilised in the industrial sec' 
tor for an increasc.in productivity but they are conspicuous by 
their relative absence in the agrarian sector. The problem is 
not so easy as one may imagine, for some “un-scientific” incen- 
tives could be said to have been in existence in agriculture. 
For instance, in farm life, free meals and lodging may be offer- 
ed discriminately to better types of workers only, and not to 
the less efficient and productive labourers. This may be taken 
as an incentive for more efficient, productive, and permanent 
work on the farm. Another incentive is the offer of the premi- 
um- wage, which may be supplemented to the banc-time wage. 
This wage may be paid for greater productivity due to efforts 
of the labourer, and shared between the farmers and the labou- 
rers, with a benefit to the latter. This may also induce the work- 
er to put in more efforts to get a larger share out of the increas- 
ed farm productivity. Still another incentive is produce-sharing 
talked of in 1 chapter 'Ownership and Tenancy ' , where pointed 
attention to the system of profit-sharing as applied to the 
farming systems was drawn. In this the effort of the “tenant- 
labourer” would be directed to raising mere produce in order 
to get a larger share out of it. 

Regulation and IV ages. The objective of wage regulation is 
to improve wage levels as also the conditions of work. Cer- 
tain countries have set up wage conciliation boards, to adjudge 
matters in the event of disputes. In England, County Commit- 
tees were setup with a view to fixing the minimum rates of 
wages for all agricultural workers, to regulate the overtime 
rates for them and to standarise the payment of kind wages in 
lieu of cash wages. Such wages were fixed as would be condu- 
cive to the promotion of efficiency and ensure good standard of 
living. Later on, these powers were transferred from the local 
committees to the Central Wage Board, to enable larger num- 
ber of workers to benefit. These efforts have been laudable,, 
though *, but it is implementation that matters. (Efforts have 
also been made for the regulation of wages and conditions of 



560 DISTRIBUTIVE ASPECTS 

employment for the young and the female workers, in regard to 
their emolument* Workmen’s compensation benefits could 
have been extended to agricultural workers along with other 
■benefits, commonly extended to other workers, elsewhere True, 
thereare difficulties of wage and work regulation in the sphere 
of agriculture , these difficulties are inherent in the very nature 
of agriculture itself Firstly, so widespread are agricultural 
operations in point of location and so diverse in character that 
it is rather hazardous to implement the most well-meaning le 
gislation In the second place, ignorance and illiteracy of the 
labour force accounts for their helplessness, m case regulations 
are infringed They do not understand the implications of Law 
nor do they have the means of suing the defaulter in a court of 
law Litigation is costly, its results are uncertain The lack of 
trade unionism among agricultural workers deprives them of the 
strength of stable trade unionism And lastly, the lack of pub- 
licity of wage regulations in rural areas, spells their doom 
wage regulations as may be framed, may be rather difficult to 
enforce and implement Regarding munimura wages, it may 
be pointed out that unless fixed in grades and classes, so as to 
cover all types of labourers, those would tend to discourage the 
more efficient wage earner, who is, thus, brought at par with 
the inefficient one Hence, in the rural sphere, the fixation of 
the minimum wages, on a general scale may be not only diffi- 
cult but also fraught with danger 

Agriculture an l Industry Reference may be made, in this 
connection to the divergence, between the wage levels in agri- 
culture and industry Ir the first instance, disparity persists 
because of the lack of standardisation of agricultural wages 
while in the industrial jobs, there can be complete standardisa- 
-tion of different jobs and an assessment possible about their 
remunerative aspects Secondly, the conditions of work m in- 
dustry could be brought under the effective control and close 
supervision, but not in agriculture where outdoor pursuits call 
for work at odd hours The lack of trade unionism in the agri- 
cultural sector has been responsible for bad conditions of work. 
Fourthly, the persistence of the ‘ converted ’ customary wages 
is responsible for this disparity And lastly, the agricultural 
worker is not so conscious of his rights as his industrial brother 
with very obvious results Agricultural and industrial wages 
might still continue to be disparate, for the reasons which also 
persist 

Progress and Problems What are the problems that emerge 
in the impact of progress ? These questions are at once compli- 
cated and involved What is going to be the trend of wages in 
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the dynamic sense? Dynamism may be evident in the increase of 
inventions and innovations, the behaviour of the farm popula- 
tion, and the state attitude to the same. In regard to the first 
point the fact is that the nature of this trend is governed by the 
■character of innovations. Are these labour-saving or capital- 
saving ? Mostly inventions and newer technique, employed on 
farms, are labour-saving. Another fact is that inventions re- 
quire specialised and skilled labour which must be paid higher 
now. Farm .wages tend to rise prospectively holding out the 
promise of better status to farm labourers. Hence, the problem 
boils down to raising wage levels via efficienty and skill. Also, 

It may be pointed out that by the initiation of national sche- 
mes in rural areas, as Extension Services and the Educational 
and Training Programmes, the marginal productivity of farm 
labour would heighten. The proficiency of the marketing sys- 
tem would also reduce the discount that may be (even theoreti- 
cally) deducted from the marginal product. Hence in this sense, 
too, the wages of labour wduld tend to rise. And judged from 
another point of view, the Behaviour of the farm population, 
even in the backward economies, is towards the restriction of 
numbers. Also are steps being taken to widen the horizon of econo- 
mic activity in the rural sector, and diversify the employment 
range in the agricultural sector. That would raise the demand 
for labour, with the result that wages, necessary to employ- 
ment of labour, would have to be raised. The pressure of popula- 
tion on lands is also being lightened with the result that wages 
may be levered up as a consequence. And then the attitude of 
the labourers also counts for much : they are now getting more 
conscious of their rights and privileges and may refuse to 
accept low wages for their work, and thus themselves try to 
raise and make better their living and working conditions. 
With greater enlightenment, and diversified employment oppor- 
tunities before them, labourers need not suffer the evasion of 
beneficial legislation. And the State’s attitude to agricultural 
labour is also becoming more definitely helpful and all sorts' of 
legislation are being put on the anvil in order to help raise 
their standard of living and secure them a living wage. 

Critical Assessment. This concluding paragraph gives a 
critical review of the wage problems in the agricultural sector. 
In the first place is assessed the influence of state legislation 
in raising the wage levels. The results of statutory control 
have not been wholly beneficial ; though instrumental in rais- 
ing general wage levels, they have still not raised these appre- 
ciably, for the employers have mostly sliced away other benefits 
proviously accruing to labourers (in the form of a share out 
of the preduce at the harvesting time, or lodging and boarding 
-with the master) with result that the advantage in respect of” 
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real wages has been not maintained Probably real wages may 
remain at the same level. Payments in kind have been adverse- 
ly affected by regulated wages, and statutory controls Inci- 
dentally, the personal relationship that tied the labourer to 
his employer gets weakened by the introduction of this cash 
system, and by the enforcement of minimum wages Also the 
elasticity of the agricultural wage system is strained, with the 
result that the profit-sharing and the other similar schemes 
stand shelved Special bonuses, and Inams have disappeared. 
Increase in labour costs intensifies the drive for the adoption 
of the labour saving devices The casualisation of the labour 
force is also another possible result of the enforcement of wage 
regulations, this is the experience in Britain Tms tendency 
is on the increase, to evade the wage regulations, which may 
not apply to casual labour But as against this may also be 
noticed the healthy trend to the growth of trade unionism in 
agriculture 

The Rate of Interest Interest is the price paid for the use 
of loans, and credit advanced to peasants The capital invest- 
ments in an industry depend on its earnings , in agriculture, 
the rate of interest would determine the range of the capital 
investments made In other words, the rate of interest that 
farmers can afford, influences the supply of capital to agncul 
ture Credit is very essential to agriculture, more than to other 
undertakings, the credit needs of the farmer are very inelastic in- 
deed A good credit system facilitates adjustments between those 
who have surplus money and capital and those who are in 
want This adjustment is brought about by the rate of interest 
Thus the role of the interest rates is quite a significant one In- 
terest is paid for the use of borrowed money without it a loan 
would not be forthcoming Money borrowed may come from 
capitalists or co operative societies or banks , and this money 
is borrowed for the purpose of investing it in land, or equip- 
ment and to pay labour, or buy certain necessaries of life Thus 
credit may be obtained for productive or non productive or 
unproductive purposes But it has to be understood that the 
rate of interest as commonly understood, is gross as not pure 
interest 

General Considerations It may be correct to distinguish as 
between the gross and the net rates of interest The gross in 
tcre3t includes payments for the insurance against risk, (the 
risk may pertain to person or trade), wages of management 
(payment for administrations, accountancy, etc ) the return for 
inconvenience (inability to make the full use of the money that 
he would have had in his possession, had he not lent it) and 
the difficulty of recovery, the amount lent may not be recovered- 
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except in instalments. The moneylender's rate of interest- 
is high because of all these various factors but there are also 
differences, in interest rates as between places and places, 
trades and trades and also persons and persons. These differ- 
ences may arise due to differences in distance (people are 
always willing to invest nearer home) and differences in social 
esteem (a person with greater integrity and better reputation 
would pay low interest) differences in the amount of the loans 
, (generally a big amount means high rate of interest) and lastly, 
the differences in productivity of the enterprise for which the 
loan is extended, for the rate of interest is higher for the un- 
productive loans. Productivity of capital, and that of enter- 
prise are two different things but it may be pointed out that 
the latter is responsible for rate of interest. 

The Classical Explanation • The determination of the rate 
of interest is explained by the classical writers. By the Absti- 
nence Theory, the payment of interest arises out of abstinence 
or sacrifice made by the lender who is deprived of the use of 
his funds. Saving could be interpreted as sacrifice on the part 
of the savers. This reward is in the form of interest payment 
made to the lender by the borrower. Marshall, who modified 
this theory, substituted the term “waiting” for “abstinence”. 
He opined that waiting involved the payment of interest, 
for if and when the lender has to wait to use money, which 
he had accumulated, he must be compensated for that. 
Interest compensates him for his act of waiting. Though 
true a great extent, the theory does not afford an 
analytical explanation. The Agio theory is attribut- 
ed to the Austrians, who gave it a final shape and attributed 
the payment of interest to the psychological factors. In essence, 
the theory states that interest is paid because the human 
tendency is to prefer ready goods and present consumption 
to the future ", therefore, there is a premium on the present 
goods. Greater gratification is derived in the present, hence 
the person who foregoes present consumption because he lends 
to somebody, mustybe compensated for the same. Interest 
must be paid in order to induce people to lend money and 
forego their present satisfications for a future date. Interest 
equates future satisfactions to the present ones. Bahm Bawerk, 
who enunciated this theory, gave the reason for this state of 
affairs *, there is the prospective underestimate of the future, 
present wants are more keenly felt than the future ones. Fisher 
criticised this theory and instead put forward his own theory, 
the Time Preference Theory *, interest was paid due to the 
‘time factor’, this meant that the longer the period of time 
that elapsed between lending and repaying, the higher the rate 
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of interest From the viewpoint of the lender, the fact is that 
his income resources may not remain uniform throughout life- 
span, or it may also increase with the passage of time The 
greater the degree of certainty as regards the future enjoyment 
of income, the smaller the degree of the ttme preference of the 
rate of discounting the future But the character of the indivi- 
dual also influences his time preference, for a man of fore- 
thought would discount the future at a lower rate than a spend- 
thrift This is also influenced by the expectation of life 
which being low in backward countries as India, raises the 
rate of interest The proportion of the income that a person 
is prepared to lend influences the time preference In short 
in the context of this theory, the rate of interest is the resul- 
tant of the time preference of lenders Then the explanation 
of the rate of interest is also couched in terms of the marginal 
productivity of capital , the rate of interest is the marginal 
productivity of the capital translated in the terms of money 
Interest rates correspond to the marginal productivity of 
capital Another explanation is in terms of the demand for 
and supply of capital , it is supplied at a certain rate of interest 
by the intersection of the demand and supply schedules when 
graphically represented All these theories ire theoretical, and 
do not have much relevance to actual conditions in the rural 
areas 


The Moden Theory It is difficult to point to the modern 
explanation, for there is much bitter abuse about the rate of 
interest The most prominent modern explanation is given 
by Lord Keynes Criticising the other theories of interest, 
he pointed out that marginal product has nothing to do with 
the determination of interest which could not be explained in 
terms of psychological forces, nor was that desirable To the 
contention, that interest is a payment for savings, Keynes 
pointed out that while some people saved, they do not receive 
any interest Nor did interest equalise the demand and the 
supply of the capital, as imagined by the classical writers 
Keynes suggested that interest phenomenon should be explain- 
ed in monetary terms alone The rate of interest vanes 
inversely with liquidity preference , the higher the liquidity 
preference or preference to hold liquid cash, the lower the rate 
of interest, and vice versa Motives for holding liquid cash arise 
either out of transactions or precaution or speculation or 
investment Be that as it may, the fact remains that the rate 
of interest vanes inversely with liquidity preference If the 
rate of interest is low, it will cost less to hold money, and 
more money would be held, wTiile if the rate of interest is 
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high, it costs to hold money, consequently less money would 
be held. From another point of view, if liquidity preference 
is high, the desire to have more loans, in the market as a 
whole, would be less intense with the result that the rate of 
interest is low, and vice-versa - But this theory is criticised 
by modern economists who stress the demand for investible 
funds, which really determine the rate of interest. It is contend- 
ed that what Keynes termed ‘propensity to consume’ Bahm 
Bawerk styled ‘underestimation of the future’. And Keynes’ 
theory applies to countries, which have a highly developed 
banking system ', this means that the theory has limited 
application, in the old agrarian economies. An improvement on 
this explanation is the theory put forward by Professor J. S 
Bain ; the rate of interest is determined by the equilibrium 
between demand and supply of loanable and investible funds. 
Supply comes from liquid funds available at a certain period 
of time and the demand from investments and liquid balances. 

The Agricultural Setting. In agriculture, the above theore- 
tical framework does not apply in the form, enunciated by the 
masters. It may be said at the outset that the rate of interest 
in the agricultural sector is the gross rate and not the net rate- 
True, that the time preference does account for enhancement 
of interest in rural areas, and that the personal factors also 
count for much, but it may be pointed out that .the rural rates 
of interest could not be explained in terms of these factors 
alone. The demand and supply explanation could, to some extent, 
account for the high rates of interest usually prevailing in the 
rural area but not the Keynesian explanation. In regard to the 
theory put forward by Prof. Bain, it need only be observed 
that this explanation is only a modification of the demand 
and supply theory and to that extent does hold gold in the 
rural sector where the supply of capital may be perennial but 
its demand is only seasonal. Capital is in demand only in the 
rush season. If investment was stable, the rate of interest may 
be low, but when demand is fitful and only seasonal, the 
rate ofinterest is high (as in the agricultural sector) for only 
a high rate of interest could compensate the investor or the 
lender and enable him to get an adequate rate of interest on 
an average. Then there is the element of risk, the greater the 
amount of risk, the higher the rate of interest. Risks in agri- 
culture are both economic and personal', agriculture is a hazar- 
dous venture, and the chances of recovery from a poor farmer 
■ with a low stayings are also remote. Then the lack of know- 
ledge on the part of the borrower also make for the high 
rate of interest, which he is willing to pay to the lender, who in 
the village arena holds the position of a monopolist, as being 
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the only lender Theoretically this is the reason for the pre 
valence of high interest rates in Rural India Another factor 
of some importance is the plan of partial and instalment pay- 
ments The farmer may pay only in very small instalments 
due to his indigence Another cause may be the legislative 
impact on interest rate, the restriction of credit that is brought 
about by legislation goes to raise the effective interest rates 
This is the experience ‘gained by a study of the after effects of 
debt legislation in the Punjab Mr Darling maintained 
that the rates of interest rise with a fall in farm income for the 
credit-worthiness of the farmer falls, and the charge for loans 
are higher With the break up of the customary set up in the 
village, and with the introduction of the money economy, the 
rates of interest have tended to rise, for the forces of competi- 
tion have been let loose with adverse results And consequently, 
the old bonds that were holding down the interest rates also 
broke down, with the result that they rose with a spurt 

Demand and Supply The forces of demand are both 
seasonal and inelastic, as far as the farming sector is concern- 
ed Farmers could get credit either by inheritance, or saving 
or borrowing The first source is very limited, for family 
farmers could not hope to leave large fortunes to their survivors 
In regard to the second, savings could not be expected to satisfy 
the needs for funds on the part of the farmer The major 
source of all the funds is from the borrowings, as far as the 
farmer is concerned In fact, farming industry is run with 
limited means and little capital This means that it is depend- 
ent for capital on outside sources Its financial structure is 
that of family, hence, interest rates are determined with refer- 
ence to social status, too Demand from the farmer is of an 
inelastic nature, for he must have money for harvesting and 
marketing, and in the backward economies, even for the pur- 
poses of satisfying the social demands of the society in which 
he lives, and to whose standards he must conform Illiterate 
as lie is, he does not mind paying high rate of interest Thus, 
as far as theory is concerned, the farmer should not pay a rate 
of interest higher than the marginal productivity of the money 
that he wants to borrow But the practical consideration is 
that his demand for money is unproductive, hence the rate of 
interest is high From the supply side, the rate of interest is 
determined by the competitive ness of the enterprise and the 
position that the lender holds, in regard to the supply of capital, 
if it is more or less of a monopolistic character, the rates of 
interest that he does charge, would certainly contain an ele- 
ment of monopoly charges 

Interest and Investment Attention needs to be drawn to the 
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Tole of interest in agricultural investments. It may be pointed 
out that the flow of capital to these enterprises is insufficient 
for needs. The reason for this state of affairs is obvious enough; 
family finance cannot adequately finance farming enterprises; 
and secondly, the opportunities for investment and its return 
in the industrial sector are higher than they are in the agricul- 
tural sector. The confusion of legislative regulation of agri- 
cultural interest rates is also responsible for starving agricul- 
tural enterprises relating to urban and industrial enterprises 
which yield higher returns to the investor* And then another 
factor must be reckoned with, and that is with respect to equip- 
ment in the agricultural sphere; a large number of farms stand 
in need of modern equipment, but their incapacity for borrow- 
ings is their handicap. This is a strange and a contradictory 
state of affairs, the needs of the farmer are quite high, but the 
rate of investment in his enterprises is considerably low, with 
the result that the rates of interest go on rising in the rural 
sector. Another consideration is the non-capitalist structure 
of the farming business, which is more or less not run on the 
basis of large capitalist lines, nor on the basis of large capital 
investments. But while farming enterprises have remained non- 
capitalist (an industry not run with an eye to the maximisation 
of profits), the needs of the agricultural enterprises have been 
on the incline, with the result that the farmer, if he were to 
improve his business, bring it in line with the modern require- 
ments and stand the competitiveness of the market, experiences 
expanding credit needs. The rate of interest, in the circums- 
tances, registers a rise in the agricultural sector. Another 
feature of agricultural investments is the predominance of long- 
term finance; most investors feel hesitant about sinking money 
in long-range investments, of a hazardous nature. While the 
nature of the farming business had ceased to be of the subsis- 
tence type, its finance for the enterprise is still meagre, as 
subsistence practices (and inefficient farmers) continue to thrive; 
interest rates rise and the sources of investment dry up. Also 
the family type of farming enterprise is more static (but family 
multiplies) thus financial needs expand, while financial resour- 
ces do not. And the small-scale of the business also contributes 
to its over-capitalisation with the result that the cost of the 
loans must rise. 

Prospective Angles. With the modernisation of farming 
enterprises, requirements in respect of finance mount up. Hence, 
the enhancemens of interest rates. With increasing mechani- 
sation of the farm enterprises, the trend is to rising investments 
in the agrarian sector ; interest rates may rise up. -The insti- 
tutional sources of credit are drying up with the result that the 
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cost of the borrowing could not remain low But with the 
perfection of the state agencies for financing the agricultural 
enterprises, and enforcement of the debt legislation, the rates 
of interest may be pegged low. With the development of co- 
operatue credit, these rates are depressed, as also the cost of 
the credit And with the extension of literacy and enlighten- 
ment in the farmers, their unproductive demand for the loans 
may shrink This also points to the lowering of interest rates 
One more factor is the emergence of agncuUtiial paper, which 
has also brought down interest rates With rising farm and 
land prices, there is increased security for loans, the consequen- 
ces would be lower interest rates With wider agricultural 
reconstruction and planning on the part of the State the grea- 
ter part of the farm financing is nearly “free " 

Aspects of Distribution The problem is to be adjudged 
from the agricultural angle The work goes on, even if the 
remunerative aspect gets weak Fven if the farmer is not re- 
munerated properly, he still goes on farming, though without 
the same zest, as when his remuneration was of sizeable 
character Agriculture is a mode of living and not quite run 
as a profit-making enterprise In this respect, there is a diffe- 
rence as between agriculture and industry and this difference 
does influence to a considerable extent, the nature of distribu- 
tion in the agricultural work This is very distinctly clear in 
this study The impact of rent and profits is studied by the 
farmer who wants to maximise the profits out of his enterprise 
The question of wages and earnings would next attract atten- 
tion And finally, the implication of interest charges, in their 
bearing do the agricultural enterprises, are also under discus- 
sion And lastly this section analyses miscellaneous incomes, 
and the limitation and the bearing of all this analysis on the 
theoretical aspects 

Rents and Profits Rents and profits have been distinguished 
in the foregoing analysis It only needs to be emphasised, that 
as far as the common farmer is concerned, this distinction is 
hardly practicable, for rent also accrues to him and gets mixed 
up with his profit* Another point to be noted is that the 
variations in efficiency also affect rents and profits The 
influence of variations in the efficiencies of ^farmers is to be 
appreciated as m the competitive rent, for though imperceptible 
it is yet not inconsiderable Again there is the effect of varia- 
tions in the usefulness of fand on the emergence and dimensions 
of profits And then may be noticed the relative usefulness of 
equipment and labour on rents and profits These points need 
not be laboured, but still it may be said, even if in parenthesis, 
that the link is there, for profits would obviously respond to the 
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variations enumerated above. Also the differential advantage in- 
respect of a plot ot land, as the factors of production work 
upon it, modifies with the result that rent also does. And 
under progress, the principle appears to be that the factor 
which is scarcer (tinder conditions of free competition and with 
increasing proportions of the other factors) earns a larger part 
of the product. The principle holds true in the case of land, 
which, of course, is the scarcest factor of production. Another 
point is that an improvement in farming in the locality may 
not only raise profits there but also the rent of the land. 

Wages and Earnings. The various earnings in the agricul- 
tural sector are of the nature of wages of labour. Cash is only 
one of the earnings that the farmer gets. The earnings of the 
family farmers are in the form of wages, though these -wages 
may be “invisible” in that the farmer gets a certain remunera- 
tion, which is mainly composed of the wages of the members 
of his family. What the farmer regards as a wage may be in 
the form of his total composite earnings. Wages may be the 
result of a contract between the employer and the employee. 
Strictly viewed, wages must have a range of variation, which 
is much less than the range in usefulness; the range in useful- 
ness is not reflected in wage differentials. This point is quite 
significant for wages in the sphere of agriculture are arbitrarily 
determined by the terms of the contract as between the farmers 
and the labourers and these earnings are not calculated on a 
strictly economic basis, for they have a part of them due to the 
prevalence of custom, and another part due to personal factors,- 
too. Thus the wages payment is a diffused payment and one 
that is also composite , with the result that it is earnings which 
the agriculturist gets, and not wages, per sc. 

Implications of Interest Charges. Interest is an imposition 
on the farmer and it often happens that the incidence of this 
payment is heavy indeed, and it forms a part of the costs of 
farming, too. Another point to be clearly understood is that 
interest also entres in the sale price of land, for the purchaser 
keeps both the sale price and the interest rate in mind w’hen 
making the bargain. The credit needs of a farmer being 
inelastic, he has to pay a high rate of interest, with the result 
that the incidence of the same falls on the farmer himself, for 
he could not pay it out of the prices he gets for the commodi- 
ties that he produces and markets’, incidence falls on his own 
pocket whichds already much exhausted. It is because of this 
reason, that interest rates have been regulated so that the 
remuneration for the farmer is at a high level. With_ rising 
interest charges, agriculture tends to be starved of credit, with 
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the result that there is under investment in the sphere of agri- 
culture But if, on the other hand, there is liberalisation of 
credit, the result may be an overinvestment m agriculture, 
with the eventual raising of farming costs Hence, in following 
a policy of the regulation of the rates of interest, very great 
caution is needed, in order to keep farm costs stable 

Miscellaneous Incomes Difficult is the subject of the earn* 
ings in agriculture, for these are of varied character and diver- 
sity These incomes are derived from the sphere of agriculture, 
no doubt, but the fact that they remain unclassed, is to be 
noticed There may he extra incomes, which arise from coir 
junctural gains, or are in the form of unearned increments, 
which could not be included m profits, nor wages The various 
subsidies which the farmers receive from the State are also to 
he classed as “miscellaneous” for they do have a strong 
influence on the structural basis of agriculture It may 
also be stated here, that agricultural income more than 
any other types of income, experience greater and wider 
fluctuations because agriculture, by itself, undergoes 
regular seasonal variations and abnormal fluctuations And 
then all agricultural incomes have a relation to the price cost 
structure Unfortunately, the operation of the law of diminish- 
ing returns in the rural sphere and especially in cultivation 
has the same effect, that of increasing the cost of agriculture, 
and reducing incomes and therefore, profits 

Limits and Exceptions Production is the result of the co 
-operative effort of productive factors, and it is rather difficult 
to assign to any one factor, a defined role m this matter This 
is especially true of agriculture, where the action and the re- 
action of the different factors of production is very much inter- 
twined If a particular unit of a certain factor of production 
were withdrawn from the productive process the whole process 
of production would seriously suffer This is obvious It may, 
however, be maintained that the whole thing needs careful 
reconsideration And then the assignment of different roles to 
different productive factors is not very useful from the produc- 
tive joint of view, although it may satisfy the academic theo- 
retician Other exceptions to the analytical framework have 
been noticed in the foregoing paragraphs 

Summary The scope of the chapter has been rather 
wide and varied An assessment of various problems of distri- 
bution, as applied to the agricultural sector was made, though 
the application to the agricultural sector has to be modified 
for the principles of general economic analysis could not be 
applied here After a description of the production distribution 
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relationship, was enunciated the general theory of distribution 
in its application to the agricultural sphere. It was pointed 
out that the distribution as understood in this sense is functional. 
although the peasant is more concerned with its -personal aspects. 
This is an anomaly, which may not be easily resolved by the 
Agricultural Economist. In the next section, the discussion . 
centred round the exposition of rent in agriculture. Rent is an 
important payment made by the farmer. The Ricardian and 
the Marshallian theories of rent were also detailed'- with the 
modern explanation in the terms of Transfer Earnings. The 
question of profits was the next to be dealt with, as also the 
role of the farmer entrepreneur vis-a-vis profits. The 
theoretical explanation was supplemented with an account of 
the sector of farming. The next section, which was devoted 
to wages, was initiated with an account of the methods 
of wages payments and followed by an explanation of select 
theories of wages. How the wages are determined on the farm 
is another vexatious question. Wage regulations and wage 
incentives were also explained with special reference to agri- 
culture. The section was rounded oft with an explanation of 
the problems of wages vindcr progress, and a critical appraisal 
of the same. Rate of interest, which was the topic, discussed 
in the next section, was found to be of immense importance to 
the agriculturist. Classical and the modern explanations tvere 
advanced on the agricultural background. Demand and Supply 
aspects were also given an exceptional treatment in the Section 
which discovered that the conditions of demand and supply 
were rather rigid in this sphere. In the last section, were 
discussed various aspects of the distribution problem. In this 
context, the problem was attacked from the angles of interest 
charges (and their implication,!, rents and profits (accruing 
indistinguishably to the peasant) and wages and earnings of 
the farmer and his family. 

Conclusions. Several important and significant conclusions 
emerge from this brief and short study. And these conclusions 
have a bearing on the economic analysis in the next chapters. 

In the first place, the subject is to be approached afresh and not 
from the accepted angles in economic theory. The general theory 
of distribution is not of much use in this exposition. In fact, 
the theory, if applied, must be modified out of recognition. 
Thirdly , the payment of rent is an important charge on tne 
agriculturist and rent mostly accrued to the farmer himself, 
who has his own land to cultivate. More appropriate as an 
explanation of rent in agriculture, is the Marshallian explana- 
tion, and not the modern explanation couched in the terms of 
“Transfer Earnings.” Fourthly, the discussion pointed to the 
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fact that the profits, as they are understood in the agricultural 
context, are not indistinguishable from the other earnings. 
This means that the role of profits is of importance, though 
but not so important as in the realm of industry, for the simple 
and obvious reason, that most of the farming is subsistence 
and family farming- In regard to wages, the explanation 
seemed to point to the diversity of the wage payments in agn- 
culture, with the result that in the light of this it was rather 
difficult to clmg to any particular theory. Still, the Residual 
Claimant Theory appeared to be most applicable to agricultu- 
ral undertakings and determined the share of farmer out of the 
National Dividend. Seventhly, the regulation of wages in the 
tilling and farming operations was rather difficult of perfection, 
with the result that a regulation (unless the system of agricul- 
ture was nationalised) was bound to be leaky. And the modern 
theory of Lord Keynes could not be applicable to farm credit, 
though the explanation offered by Professor Bain could explain 
the rate of interest in the rural sector, where interest rates are 
either the result of monopolistic conditions, or the consequence 
of the operation of the forces of custom. Ninthly, the subject, 
as unravelled here, did not exhaust the whole sphere of agri- 
cultural earnings, which are of a diverse nature and also very 
much indistinguishably intermixed. And lastly, the conclusion 
appeared to be that the theories, enunciated above, could be 
only applied to the agricultural setting with very serious limi- 
tations, and they were also hedged in by very many exceptions. 
In brief, the subject of Distribution as far as applicable to the 
Agriculture, is quite confused and complex. 
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Expalnations — Direct Sales and Marketing. The Middlemen’s Func- 
tions. Marketing in Agriculture, Marketing Services — Assembling, Grading 
•Standardisation. Standardisation Problems. Packing and Processing. Storing 
and Warehousing, The Transporting Function. Financing and Risk Bearing- 
Dispersing and Marketing. Marketing Institutions —Fairs and Markets. 
Auctions and Exchanges. I ocal and Trade Boards. Futures and Hedging. 
Marketing Costs— The Distributive Margin. High Selling Costs. Middle- 
man's Profits. Rigid Marketing. The Cost Analysis. Trends in Costs. Co* 
-operative Marketing — Fundamental Principles. Forms of Co-operative 
Marketing. Advantages and Merits. Dangers and Disadvantages. Market 
Intelligence— Farmers and Facts. News and Inspection Services. Estimating 
and Forecasting — objectives and advantages. Agricultural Forecasting. Basis, 
System and Methods. Crop Estimates Livestock. Estimates. Reorganisation 
•Objectives. Adjustment and Adaptation. Summary and Conclusions. 

A grasp of the principles, according to which farm produce 
and income is distributed, is fqllowed by a look into the prob- 
lems of agriculture marketing. This discriptive analysis starts 
with certain explanations, about marketing and the middleman, 
who is the most important cog in the marketing organisation. 
The next section is to deal with the services of the marketing 
with reference to grading, standardsing, packing, processing, 
warehousing, transporting, financing and final marketing func- 
tions. This is important for any understanding of the system 
•of marketing in the modern economy. Marking institutions 
would be dealt with next and the full implications of the fairs, 
the auctions, the trade boards, and the like, studied. Another 
•section analyses, the costs of marketing which have an impor- 
tant bearing on the pricing system in agriculture. In this sec- 
tion, the analysis would extend to the distributive margin, the 
selling costs, middleman’s profits and the cost analysis, among 
•other equally important questions. Co-operative marketing is 
significant development in the sphere of marketing its funda- 
mental principles and merits and demerits of its various forms 
are also described in this chapter. Market intelligence, too, 
has a full section, which outlines the working of the informa- 
tion services and examines estimating and forecasting in 
agriculture. In the next section, “agriculture forecasting,” is 
explored the mystery of crop and livestock forecasting in parti- 
ocular. In this regard, a word would also be said about the 
-utility of the same, in ,the matter of adjustments and adaptabi- 
lity, to be effected in agriculture. 
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Explanations In this section are explained some of the 
more elementary concepts in the marketing terminology Certain 
terms require some clarification, because they may convey some 
different meaning from the common accepted one On a self- 
sufficient farm one does not have to deal with any marketing 
problem, for what is produced on this farm is consumed away by 
the farm family (And this is not a hypothetical case , in the 
backward countries, the farming system is not on an extended 
scale, as it is in the West.) This type is fast disappearing now 
with the result that the modern system is that of surplus 
farming, with its noticeable commercial aspects Not only 
is the produce raised with a view to selling in the market, 
but also that market forecasts and estimates play an important 
role in the decisions which the farmer may make in regard to 
the cultivation of marketable crops Surplus cropping opera- 
tions necessitate the emergence of marketing problems In the 
agricultural sphere In this section , a distinction is made 
between direct sales and marketing operations, (a distinction 
that is often lost sight of by the student of agricultural market 
ing) , next are analysed the functions of the middleman, who 
is the pivot around whom the marketing system gravitates and 
whose functions are sought to be regulated by the proper autho 
nties The importance of the marketing structure is assessed 
in the next paragraph for without this understanding, this 
study will have been in vain In this connection, it may be 
pointed out that one thing which is postponed to the next 
chapter is the market mechanism, which is a subject, relited 
to the pricing processes It was pertinent to have to point to 
this fact that with the increasingly growing commercialisation 
of the agricultural system, the marketing problems are also 
increasingly becoming important, and direct sales diminishing — 
rather they are now almost rarely met with 

Direct Sales and Marketing In the simplest system, the pro- 
duce is sold away direct to the consumer, but this is restricted 
to those products which could be sold without any processing, 
though by direct contact, and for whom the chance of perish- 
ability js high In the case of those products, which are raised 
just at the door of the consumer (that is, in that vicinity) the 
method of direct sale still persists This method consists in 
the produce- taking a retail round the houses and the consu 
mers or selling by direct contact The producer-retailer may 
also take up a stall in a place where demand is maximum, and 
start retailing the produce The advantage is obvious the 
consumers obtain the commodity fresh and at fair prices, 
while the producer is able to pocket all the profits thus elum 
nating the middleman altogether But the system also becomes 
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prevalent when the producer’s attention is diverted from the 
business of producing but devoted to that of retailing, with the 
consequence that the producing process may suffer. From the 
consumer’s side, the disadvantage is that the quantity and 
quality of supply is dependent upon the whims and the capa- 
city of a single source of supply. In this system, the farmer 
is his own salesman. But now and then a distributive agency 
may intervene between the producer and the consumer ; all 
such middlemen are often non-agricultural specialists. This 
marketing system is characterised by the presence of several 
distributors, before the produce reaches the final consumer ; 
the distributive agents further sub-divide the functions which 
may be of a specialised nature. They perform the essential ser- 
vices, bridge the distance and the time which might separate the 
consumers and the producers, and also adjust the process of 
marketing. Without anticipating the argument below, it may 
suffice to say here that the marketing system is characterised by 
the presence of middlemen who intervene between the produ- 
cers and the consumer, before the final sale. 

The Middlemen's Functions • Proper functioning of the 
marketing system depends on the efficiency of the middle 
man, who is not always one single individual, but is one of a 
certain group of a chain of such persons, who take charge of 
the various stages of the marketing organisation. These dis- 
tributors, in turn, find it necessary to divide and subdivide as 
between themselves the various functions with a view to 
getting the same to work in an expert fashion, and to ensure 
smooth running of the same. Specialisation may come about 
in the selection of the commodities, for instance. The fact 
remains, that there are too many middlemen, and some of them 
may be in charge of such jobs as could be dispensed with. Indian 
experience bears this amply. Sometimes, the middleman may also 
be the manufacturers, and the processor, although he 
may appear to be final in the chain. Does the middleman per- 
form productive functions ? This question could be answered by 
pointing to the middleman’s appreciable services : buying, 
classifying, sorting and labelling the produce. His functions, 
therefore, are productive and of real import, for it is he who 
brings the buyers and the sellers together,. His most important 
service is the speedy disposal of the perishable stuff, which if 
it remained unsold, would be dead loss to the peasant. Being 
a specialist, he is able to perform his duties, more efficiently, 
than if the same were taken by the peasant himself. But his 
charges may prove to be exorbitant, and may have to be 
scaled down, in order that the agricultural enterprises may be 
more remunerative than they are at present. But more of this 
below. 
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Marketing in Agriculture Crudely speaking, a market may 
he a place where transactions are done, while in the strict 
economic sense, it connotes the fact of buying and selling 
The simplest types of marketing consists in exchanging goods 
and for money In the antiquated structures, money calcula- 
tions not be few While effect barter deals numerous thesedo 
persist in the backward economies A market may be redefined 
as a sphere in which the price making forces act and react 
Indirectly, this means that the market characterises a mech- 
anism of a specialised type in a certain sector Marketing is 
a productive process, indispensable to the completion of the 
physical process, of production In terms of valuation, the 
the marketing process adds to the value of a product, in this 
sense, too, it is productive, for the process of production 
continues, as long as values go on being added to a product 
Again, it is with the market demand that the peasant is con 
-cerned, hence its importance in agriculture True, that the 
marketing organisation does not have a standardised structure, 
which varies from place to place and from product to product, 
still the ]ob of buying and selling is distinct from that of pro 
duction This twin pertormance requires specialised knowledge 
about the market and uptodate information about the range 
of its quotations, present and prospective That is why the 
peasant has to entrust these functions to the specialised middle- 
man Nowadays, more than ever before, the agriculturist 
produces for the market, and the recent vogue is product- 
specialisation, rather than the emphasis on self sufficiency Also 
there attaches a greater importance to the marketing functions,* 
because of the larger scale of production and mechanisation 
with the consequential standardisation Marketing is, there- 
fore, esential both to farmer and consumer 

The Persfeelwe The above rapid survey about the pre- 
liminary aspects of marketing, in agriculture, reveals that the 
system of direct sales is now dying out it is no longer in vogue 
even for those commodities, in which it could he justifiably 
and remuneratively practised But another problem that is 
coming to the fore is that of the middleman, who, though 
condemned by some for the excessive charges that he is accused 
-of making for his services, is an indispensable link in the 
marketing organisation The importance of the services, 
that he renders to the economy and the agriculturist is very 
jjreat indeed, but this should not mean that he could be suffered 
to fleece the peasant of his due remuneration nor his contribu- 
tion, to the economy Suffice it to point out that the role of 
the marketing organisation, in a commercialised system of 
agriculture, is not to be underrated in the present times 
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Marketing Services. This section is devoted to a description 
of the market services, for they are of supreme importance to 
the understanding of the market mechanism. Attention may 
be invited to the fact that there are many other services besides 
the mere business of buying and selling. Thi's'is a process of 
making available to the final consumer the product that he may 
need; thus these services impart time utility, form utility and 
also place utility of goods marketed. Time utility is given to 
goods when the person concerned is to supply the commodity 
at a certain time; place utility, when the thing is made avail- 
able to the place where it is required by the consumer; and 
form utility, when there is processing of the produce, its label- 
ling and grading, all done before the commodities are marketed. 
This is a purely theoretical viewpoint and one that needs to be 
supplemented by a description of the structure, as it actually 
exists. In this context, there may be as many as seven different 
stages: assembling, grading, standardising, packing, processing, 
storing, transporting and financing. The description of these 
stages, is given below. Some stages may be dealt with together 
for the same of analysis, though they still remain distinct pro- 
cess in the marketing. 

' Assembling, Grading, and Standardising. The description of 
the first three stages, may be taken up together. The very 
first stage is that of assembling, i.e. of collecting the produce. 
Collection is done in such bulk as may be optimum for subse- 
quent marketing operations, this means that standardising may 
govern the assembling process, for the optimum unit of assembl- 
ing is with an eye to later operations. In respect of markets, 
which are far off from the central market, and in respect of 
scattered producers, the assembling operation becomes fairly 
important, for the producer and the marketeer. Even if that be 
not the case, the advantage of collecting the produce in bulk 
could hardly be over-emphasized. The advantage lies in collect- 
ing the produce at a certain place because of the convenience 
of handling quantities in bulk at the distributing centre. The 
next stage is grading the produce; commodities are sorted out 
into different lots of uniform kinds, qualities and sizes. It is 
a link between assembling and standardising. This activity 
consists of classifying the produce in uniform groups strictly 
speaking, no two groups should overlap, though Tange and 
tolerance are allowed for in the same grade, practically. 
Grading, in order to be of some value, to the producer and 
the consumer, should conform to certain set standards, which 
are accepted and are of recognized value. It is for this reason, 
that standardising and grading have been dealt with together. 
The aim is to eliminate the necessity of Inspection at the time of 
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purchase, for the grades are more or less well known marketing 
is greatly facilitated by the use of grades Grading would be 
undertaken, as far as possible, near the place of production for 
the handling of the rejected stuff which may be unsaleable, 
this dispenses with unnecessary freight, storage and other such 
charges It is plain that grading enhances the value of the pro* 
duce considerably, for in the expansion of markets, grading is 
an important step, if undertaken at an early stage it would 
enlarge the market It may also be pointed out that the system 
of warehousing, storage and financing, is based on the use of 
reliable grades The next stage is standardising, which is suffi- 
ciently important from the standpoint of grading, too With- 
out accepted standards, grading would be an impossible process 
Fixing the standards is a difficult job, and one reckoned with 
below. Suffice it to say that so important is standardising, as 
Considered from several view-points that certain countries have 
set up statutory bodies to enforce accepted standards, while 
statutory standards have also been laid up to facilitate this 
task Experience in the west has shown that standardisation 
is of supreme importance in reducing marketing costs (by eli- 
minating the useless produce) protecting the superior articles in 
their prices, for the lower and the inferior articles are eliminat- 
ed outright and/or are sold at reduced prices, extending the 
sale of the produce (which may be sold by means of description 
alone) and by widening the markets All these advantages 
claimed for standardisation and many more would be examined 
in the paragraphs below, in an exhaustive manner 


The Standardisation Problems Interest in the standardisa 
tion has been roused in the recent times, with a view to reduc- 
ing marketing costs and also to bring the consumers closer to 
the products they like to purchase The experience, gamed 
during the Great Depression has pointed to the necessity of its 
adoption and popularisation Another factor has been the ex- 
tension of World Trade, especially in the standardised commodi- 
ties Grain trade, in particular, struggled with the multiplicity 
of grades, it was found imperative to standardise the produce 
The demand for uniform standards became universal for the 
simple reason that farmers, grain dealers, produce exchangers 
and even manufacturers, clamoured for standardisation as they 
wanted to be quite sure of the quality of the produce and then 
there was an international scramble for markets Two prerequi- 
sites were essential to the standardising of produce first the 
nature of the demand, and the implications thereof, and second, 
the qualities of the produce, for if these are legion, the act of stan- 
dardisation also becomes difficult Hence, standardisation is 
only selective, confined to those articles and those qualities of 



PRINCIPLES OP AGRICULTURAL ECONOMICS 579 

the produce, which have an intense demand, and for which the 
consumers may be willing to pay high prices, as the costs of 
standardisation have also to be covered. Systems of standardisa- 
tion work according to the standards in consumer’s demands. 
Standardisation started with staples, e.g., wheat, rice, etc., but 
other commodities such as cotton, and even the perishables, as 
potatoes, apples, etc. Without referring to the intricacies and 
technicalities of the methods of standardising, the fact remains 
that there must be uniformity of standards (and even of con- 
tainers, in the case of processed and packed articles), and also an 
acceptance of international standards by dealers. In the first 
instance, uniform standards prevail in respect of important and 
much-demanded commodities; these articles are standardised 
first and then others dealt with. It involves a lot of economic 
and technical research into the various grades and commodities, 
and their demand schedules. Close co-operation with the 
trading and the producing interests may be necessary for the 
purpose of standardisation and the adoption of standards. 
Regional variations may be noticed as also all all 
the various differential factors in order that the standards may 
be such to which all the producers may be able to conform. 
Comment and criticism are invited to provisional standards, 
and in the light of the same, the final one is fixed. The accepted 
standard is to be basis of advertisements, publicity, distant 
sales, and progressive salesmanship. Technical problems are 
not only perplexing but also intricate and the shift is to the 
standardisation of the containers for the convenience of the 
marketing of processed and packed materials. This is also in 
the interests of enlarging the transporting function, for shippers 
could adjust their space and transport facilities accordingly to 
ensure the full utilisation of the transport capacity. Standard]' 
sation has an intimate relation to production, as standards are 
mainly determined by the condititions of production on the 
farm'- no such standards could be fixed as may be unreal and 
incapable of adoption by the majority of farmers. In order to 
be able to conform to the set standards, the farmer would make 
sure that cultivation proceeds under conditions which may bring 
out the desired crop of the desired quality. Each step in produc- 
tion, should, therefore, conform to the requirements of the 
standards, adopted for the crop. 

Packing and Processing. The two stages of packing and pro- 
cessing are very intimately interlinked. Attention is devoted 
to the packing of the product in such sizes and pattern as to be 
most marketable', this function may be performed on the farm 
or at a later stage. The objectives are to facilitate the handl- 
ing of the commodity, to reduce the freight and the storage costs 
and other marketing costs of a similar nature, to prevent loss by 
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purchase, for the grades are more or less well known marketing 
is greatly facilitated by the use of grades Grading would be 
undertaken, as far as possible, near the place of production for 
the handling of the rejected stuff which may be unsaleable, 
this dispenses with unnecessary freight, storage and other such 
charges It is plain that grading enhances the \alue of the pro- 
duce considerably, for in the expansion of markets, grading is 
an important step, if undertaken at an early stage it would 
enlarge the market It may also be pointed out that the system 
of warehousing, storage and financing, is based on the use of 
reliable grades The next stage is standardising, which is suffi- 
ciently important from the standpoint of grading, too With- 
out accepted standards, grading would be an impossible process 
Fixing the standards is a difficult job, and one reckoned with 
below. Suffice it to say that so important is standardising, as 
considered from several view points that certain countries have 
set up statutory bodies to enforce accepted standards, while 
statutory standards have also been laid up to facilitate this 
task Experience m the west has shown that standardisation 
is of supreme importance in reducing marketing costs (by eli- 
minating the useless produce) protecting the superior articles m 
their prices, for the lower and the inferior articles are eliminat- 
ed outright and/or are sold at reduced prices, extending the 
sale of the produce (which may be sold by means of description 
alone) and by widening the markets All these advantages 
claimed for standardisation and many more would be examined 
in the paragraphs below, in an exhaustive manner 


The Standardisation Problems Interest in the standardisa- 
tion has been roused m the recent times, with a view to reduc- 
ing marketing costs and also to bring the consumers closer to 
the products they like to purchase The experience gained 
during the Great Depression has pointed to the necessity of its 
adoption and popularisation Another factor has been the ex- 
tension of World Trade, especially in the standardised commodi- 
ties Grain trade, in particular, struggled with the multiplicity 
of grades, it was found imperative to standardise the produce 
The demand for uniform standards became universal for the 
simple reason that farmers, grain dealers, produce exchangers 
and even manufacturers, clamoured for standardisation as they 
wanted to be quite sure of the quality of the produce and then 
there was an international scramble for markets Two prerequi- 
sites were essential to the standardising of produce first the 
nature of the demand, and the implications thereof, and second, 
the qualities of the produce, for if these are legion, the act of stan- 
dardisation also becomes difficult Hence, standardisation is 
only selective, confined to those articles and those qualities of 
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the produce, which have an intense demand, and for which the 
consumers may be willing to pay high prices, as the costs of 
standardisation have also to be covered. Systems of standardisa- 
tion work according to the standards in consumer’s demands. 
Standardisation started with staples, e.g ., wheat, rice, etc., but 
other commodities such as cotton, and even the perishables, as 
potatoes, apples, etc. Without referring to the intricacies and 
technicalities of the methods of standardising, the fact remains 
that there must be uniformity of standards (and even of con- 
tainers, in the case of processed and packed articles), and also an 
acceptance of international standards by dealers. In the first 
instance, uniform standards prevail in respect of important and 
much-demanded commodities', these articles are standardised 
first and then others dealt with. It involves a lot o? economic 
and technical research into the various grades and commodities, 
and their demand schedules. Close co-operation with the 
trading and the producing interests may be necessary for the 
purpose of standardisation and the adoption of standards. 
Regional variations may be noticed as also all all 
the various differential factors in order that the standards may 
be such to which all the producers may be able to conform. 
Comment and criticism are invited to provisional standards, 
and in the light of the same, the final one is fixed. The accepted 
standard is to be basis of advertisements, publicity, distant 
sales, and progressive salesmanship. Technical problems are 
not only perplexing but also intricate and the shift is to the 
standardisation of the containers for the convenience of the 
marketing of processed and packed materials. This is also in 
the interests of enlarging the transporting function, for shippers 
could adjust their space and transport facilities accordingly to 
ensure the full utilisation of the transport capacity. Standardi- 
sation has an intimate relation to production, as standards are 
mainly determined by the condititions of production on the 
farm: no such standards could be fixed as may be unreal and 
incapable of adoption by the majority of farmers. In order to 
be able to conform to the set standards, the farmer would make 
sure that cultivation proceeds under conditions which may bring 
out the desired crop of the desired quality. Each step in produc- 
tion, should, therefore, conform to the requirements of the 
standards, adopted for the crop. 

Packing and Processing. The two stages of packing and pro- 
cessing are very intimately interlinked. Attention is devoted 
to the packing of the product in such sizes and pattern as to be 
most marketable: this function may be performed on the 'farm 
or at a later stage. The objectives are to facilitate the handl- 
ing of the commodity, to reduce the freight and the storage costs 
and other marketing costs of a similar nature, to prevent loss by 
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deterioration and rot, and lastly, to make the product more 
attractive to the purchaser Correct packing saves the product 
from rot and decay and damage Packing is, therefore, a dis- 
tinct service to the industry, as it helps the farmers, the dealers 
aud the consumers Adequate packing also reduces the costs of 
storage bnd transport This facilitates the branding of the 
produce and its its trademarking Processing the next stage 
in marketing system, is concerned with the convertion of the 
product into the most consumable form, and to preserve the 
more perishable goods in the form ready for consumption 
Another purpose is to make the product more acceptable to the 
other industries for which is the mun raw material hence the 
market trend to increased processing Indeed, processing is 
an established industry, subsidiary to the main agricultural 
industry of cultivation and tillage It is bv processing that 
the larger scale of farming is adopted, for the fear that the 
whole of the produce may not be sold is very much reduced 
The possibilities and potentialities oF processing are being re 
cognised Processing secures economy for the middleman, the 
farmer and the consumer, it also makes possible the production 
in bulk, especially where distant marketing is to be resorted to, 
and finally, processing makes possible the preservation of the 
surplus during the height of the producing season In the light 
of these considerations, it must be conceded that processing is 
very important in agriculture 

Storing and Warehousing The next stage in the marketing 
process is that of storing, the need for it arises out of the fact 
that most of the agricultural production is seasonal and cannot 
be readily sold away The storage of surplus produce wh*ch 
is not disposed off just at the moment is another headache for 
the middleman The economic motive, therefore, is to hold 
over the supplies during the glut period to more favourable 
selling periods This fundamental stage in marketing is to the 
benefit of both the consumers and the producers Storing, in 
other words, brings about the adjustments necessary for the post- 
production period, and for the distributive process Consumers 
may demand commodities in more or less a uniform manner, 
and therefore, storing and warehousing may be essential It is 
possible to store Farm products on the farm, in the warehouses, 
at the shipping centres, or in the large markets It is a service 
to the farmer ana* to the consumer, for it expana's the market 
and increases the supply to the consumers Not that alone, 
the functions also prevents deterioration and spoilage * Prices 
are also stabilised in consequence Storage and warehousing 
is thus a function, which by taking the supply on to the future, 
minimises price fluctuations, and tends to even out prices over 
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™ r T ^an.porhng Function. From assemblage to selling is 
performed the function of transporting. For local markets 
some sort of transporting may be quite essential as also for the 
mo fuss il markets, where the goods are usually sold away Good 
•? nd speedy means of transport may lower the costs of market- 
mg. The initial costs of good roads and efficient railways is 
rather high, but freight charges have to be taken into conside- 
ration. The lower the costs of transport, the more 
it is to market the produce in a wider area. But the 
is not so simple, for the size, the weight, the length 
haul, the perishability of the article and the special 
rnents to be made, all these factors enter into the cost 
port and have to be reckoned with. All weather roads, better 
loading methods, elimination of waste in the hauling of the 
goods, and reduction of breakage and spoilage— all these factors 
make for successful marketing by imparting efficiency to the 
transport system, and reducing the costs thereof, and therefore, 
of marketing. It is the most obvious service in the marketing 
process. This function is split in three stages, from the farm 
to the point of collection and assemblage, from the point of 
assemblage to the market, and from market to the consumer. All 
these stages are well marked and could be distinguished from 
each other. In the first stage, the motive is to collect the 
produce and bundle it in a form so that it could be manageably 
hauled', in the second stage, the effort is to sell it to the whole- 
salers and from that central point to distribute it', the final 
stage is that of retailing it to the consumers. The costs of 
transport influence the location of agriculture, and remunera- 
tiveness of the same. 


Financing and Risk-bearing. From the viewpoint of this 
theoretical analysis, this is the most important function. The 
marketing finance is essential to its success. Financing is 
required to help all the various agencies concerned in the sale 
of the produce, its stocking and distributing. Financing is the 
process which characterises all the stages of production, for 
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without it the whole work may suffer considerably A word 
about the magnitude of financing It is usually proportionate 
to the time which is taken by marketing the longer it takes 
the produce to reach the final consumer, the higher the finance 
that is required to same end In the interest^ of the economy* 
.therefore, it is so necessary to reduce the time, as much as 
possible Grading and standardising may also help financing 
whose costs are very much reduced in certain cases, even 
eliminated These twin processes help in a speedier evaluation 
of property (the commodities and the produce) with the result 
that the pledging of the same becomes easier and financing is 
rendered less costly Financing may often start, even when the 
crop is cultivated the cultivator may be financed for the 
sowing And financing continues till the crop is finally retailed 
away to the consumers The interest on loans is the cost of 
financing and this cost is to be shared as between the producer 
and the consumer Lending or financing is done by Commission 
Houses big dealers, high business men the pticca arhattyot in 
India or the Banks An allied function is that of risk bearing 
which in fact, is attendant upon all the marketing transactions, 
for the loss to the producer may result at any stage or any 
place The time element in marketing transactions also adds 
considerably to marketing costs, and risks Risks are of two 
types the physical risks that the produce may deteriorate or 
perish or damage, etc , and the economic risks, due to fluctuating 
prices Physical risks are covered by insurance against 
damage, while the economic ones by such measures, as hedging, 
future trading and speculative activities These cover against 
the risk element are only for the standardised, non perishables, 
and not for others And the risk element is inversely proportion 
ate to the efficiency of the marketing services as a whole 
Insurance and hedging are the common protective devices 
against the economic risks Risk also varies with the amount 
of the bulk and the length of the distance over which the com 
modities have to be carried Agricultural commodities 
present a hazardous problem, because of the risks involved in 
marketing 


Dispersing and Marketing The last functions relate to dis 
persing, retailing and marketing The dispersing function is that 
of distribution from the wholesalers to the retail market The 
wholesalers trickle the produce to the retailers, this is the dis 
persing function, while the retailer sells the produce the retail 
mg marketing or salesmanship function The system of distri 
bution is rather complicated, because of the changing conditions 
6f the economy in general, the working habits of the agricul- 
turists and the growth of population The distributive and 
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dispersing system is designed to fulfil the consumers’ needs, 
howsoever specific and specialised these may be. The com- 
plexity of the system of dispersing is seen in the development 
of the modern systems of demand and retailing, too', but this 
does not satisfy the wider margin between the farmers’ and the 
consumers’ earnings. This stage is the most perplexing and 
expensive, and presents a baffling problem, one which is linked 
with the system of demand. But recently, studies have been 
made of the systems of consumers’ demand by experts. The 
marketing function consists in offering the commodity in a 
form acceptable to the final consumer. The sale of the foodstuffs 
is not a little different from the sale of other products, for 
foodstuffs have a regular demand. Their consumption is much 
more constant and standardised than that of other commodities, 
which may have certain peculiarities of sale. They are purchas- 
ed just before they are to be consumed, for they are highly 
perishable, and advance purchasing may not be possible because 
of limited means of the consumers, and because of the lack 
of the storage facilities and high costs, as in the case of food- 
stuffs. This is the final -salesmanship function, which needs to be 
performed in the consumers’ interests, but it is easily the most 
important, too. 

The Marketing Functions. Direct sales are only possible where 
the distance is short and the articles required to be sold, may 
be acceptable to the consumers in that very form; but generally, 
a complicated marketing process is involved in the selling of the 
articles. Farmers may make associations for the purposes of 
bearing risks and the costs of marketing jointly, and with a 
view to eliminating the middleman, and adopting the methods 
of direct sales, efficiently. The middleman’s heavy charges 
raise an important issue, both from the point of view of the 
farmer and the consumer, as these have to be borne by them. 
Every reduction in the costs of the middleman’s services, inflates 
the profits of the farmers, while very increase in the same dep- 
letes his profit. The share of the farmer is the residual one, 
hence the overhead charges should be the lowest. These costs 
and charges are discussed below in details. 

Marketing Institutions. In order to perform the functions 
of marketing efficiently, market institutions have been deve- 
loped in all countries, in accord with surroundings and. environ- 
ments. In the primitive economies, backward institutions have 
persisted, while in the developed economies, mature marketing 
institutions hive been evolved. But in advanced countries are 
found complex machinery and complicated establishements, for 
the purpose of undertaking the marketing functions. In their 
assessment lies the key to the proper understanding of the 
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market mechanism In tins section, are described fairs and 
local markets, auctions and exchanges, local and trade boards, 
and futures and hedging A word about the scale is included 

Fain and Markets It appears that the fairs were the 
first organised attempts at marketing Fairs flourished in 
nearly all the countries in olden times and are thus of great 
significance from the evolutionary standpoint The earlier fairs 
were marked by their periodicity weekly or fortnightly, and 
they also moved from place to place Fven warfare was often 
suspended for fairs to be held these were * proteted and safe 
conduct of the merchants and the dealers was guaranteed 
Fairs were under the patronage of the royalty They were 
located at the highways so as to be easily accessible to all 
people without difficulty In the initial stages these were 
commodity fairs which later gave way to specialised fairs 
which marketed only special articles, locally produced or 
collected Livestock fairs are still quite popular institutions 
tn the agrarian countries like India The next development 
was sample fairs, which were marked by the exhibitions of 
samples of various commodities marketed in the region , deal 
ers examined the exhibited samples from various firms, and 
made purchases accordingly State fairs community fairs and 
local fairs also developed with the extension of the means of 
transport and communications The next development was 
to the perfection of the markets, which evolved m nearly the 
same mannei Public markets were of a nationl importance 
or merely of a regional or local import In the simplest 
form, local retail markets provided an instance and least 
expensive too There were the diffused and the compound 
markets where were sold all the wares that may be localty 
produced or collected The next were other sample markets, 
exhibiting only the samples this market was wider Agricul- 
tural markets do not produce beyond the stages outlined there 
In local markets, there may be a splitting up into street and 
specialised markets, so that the extension of marketing activi- 
ties takes the form of dispersal and specialisation Open 
markets are found in the older Indian cities, and the rural 
areas , in these markets there is no regular shed or place for 
the dealers to stay But it is the closed markets tint are in 
vogae today, foe wry (teqttctstiy does one come across iarge 
and palatial buildings where all the amenities of life abound 
and dealers find it convenient to work Municipal markets have 
also been made to suit the merchants, and are both wholesale 
and retail ones, especially if the urban locality is a large col- 
lecting centre One word more The construction and planning 
of market-places requires a great deal of forethought and plan- 
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nmg, experience and perspective sense, so as to admit of future 
expansion. Market organisation makes for better civic sense, 
lor cleaner processing, especially so in the municipal markets, 
". lero great regard would naturally be paid to hygenic sanita- 
tion, and cleaner disposal of the refuse- Municipal markets 
arc better suited to perishables and sundries. 

Auctions and Exchange c. Auctions have become popular, pro- 
bably due to the easier disposability of the produce, especially 
the perishables. Held at the collecting centres, they facilitate the 
'work of distribution. They combine the functions of marketing, 
and salesmanship; they make for the collection of supplies and 
dispose of the produce quickest possible. Often detailed infor- 
mation about foods to be auctioned is given for the bidders to 
bear in mind. They serve for display rooms, show-roems and 
sales rooms. Good auctioning firms perform the services of 
warehouses, making catalocues, receiving and storing commodi- 
ties, and sometimes also working as home delivery services. 
Auction methods of selling have been used for the sale of fruits, 
vegetables and livestock. Their chief advantage is quick disposal 
and low warehousing costs. Auctions, in the course of time, 
became exchanges, by first passing through the evolutionary 
stage of establishing companies- Exchanges are sales organisa- 
tions in the central market, devoted to marketing activities, in 
respect of a certain commodity. They facilitate the sale of 
those commodities, which are handled by their members, thus 
their range of operation is rather limited. They provide a 
place where the buyers and the sellers meet to settle the bar- 
gains for that particular commodity. The membership of the 
registered (legalised) exchanges is confined to the wholesalers, 
the jobbers and the dealers. Buying and selling take place 
according to the settled rules of business. In the smaller ex- 
changes, activity is confined to the discussion of the market 
trends, taking notes and also comparing them. There may also 
be established price committees, for the fixation of fair prices 
and the framing of rules for the conduct of business. Exchanges 
have also been instrumental in establishing grades, and stan- 
dards, and also initiating information and the inspection servi- 
ces. In another phase, exchanges have also been responsible 
for settling disputes as between the members amicably and 
out of court. 

Local and Trade Boards. Another development is the rise 
of local boards, which are devoted to the sale of one produc 
only: these boards meet frequently, but without that products 
Bargains made are with respect to the commodity which is 
often standardised and known to all the dealers. Local boards 
have been common in the U- S- A., where they have also multi- 
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plied The board may meet periodically, and fix price quota- 
tions, which are often exhibited outside, as the quotations 
of the board do have a considerable influence on market prices 
But it is possible that there may be some prior understanding 
among the members, and thus the purpose of having the price 
settled competitively be defeated But the fact remains, that 
individual brokers and dealers also depend on the board for 
guidance in respect of the trend of prices of commodities Also 
these boards were under the control of local dealers and big 
merchants, if this influence were eliminated, the dealers of the 
board would be highly competitive Trade Boards, also known 
as Big Boards, and Specialised Exchanges, operate in central 
markets and regulate dealings in the wholesale Boards of 
Trade, or gram exchanges may not transact any business, but 
only make and frame rules for transacting business, these rules 
are recognised by the state authorities The trade boird also 
collects and distributes a vast amount of trade and market 
news among members In its operative room, information is 
collected and disseminated to members Future trading is done 
in the exchange and information regarding the same given 
There may be two types of trading trading in cash or spot- 
trading and trading m the futures Trade in cash or spot trad 
mg is done by means of samples that ire exhibited, for the 
commodities immediately available while for futures bargains, 
are settled for a future date, and the deliver!' s postponed to a 
later time, settled upon 

Futures and Hedging Trading in futures is of two types 
futures and hedging The futures proper relate to deliveries 
being taken at some future date, and at a price and according to 
the conditions mutually settled They may have to be honoured 
and deliveries taken at the date specified But there may also 
be speculative dealings, which may not involve accepting deli- 
veries of the produce, but only paying the difference as between 
the contract price and the prevailing price on the date of the 
delivery Possibly, under this type of a contract, if made out 
of consideration and the proper assessment for market trends, 
and With its full knowledge, there may be secured the advant- 
age of price stabilisation, as the future demand or supply ts 
shiftedto the present time, but the greater possibility is that 
the deal may be a pure gamble designed to "bring some *ort oS 
unusual gain to dealers, and may give birth to several price 
fluctuations, instead of being instrumental in stabilising them 
This is something that has to be guarded against and that is 
done by advice, commonly known as “hedging , Hedges may 
be fixed and the purchaser, buyer or the dealer protects himself 
against the possibility of a loss The Wise dealer covers 
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himself against the risk of price disturbance by selling the same 
produce at the same time with a view to avoiding loss. Simi- 
larly, the dealers may “hedge” themselves against losses aris- 
ing out of their sales by means of buying at the same time at a 
lower price. Hedging protects them against loss. 

The Inference. From the above short and brief study of mar- 
ket institutions, it may have been clear that the markets have 
been expanding. The local fairs and the markets were the nuc- 
leus out of which the modern standardised institutions have 
arisen and thriven. In this connection, it may also be stated 
that- the market institutions are now much perfected with the 
result that they may play an important part in the modern 
agricultural marketing. Even the modern market institutions 
are of a complicated nature and have to be adapted to suit the 
local conditions and the local produce, for in the case of the 
perishable produce, it is the system of auctions that may be 
found more eminently suited, but in the case of standardised 
product like grain, the exchanges and trade Boards organisa- 
tions rnay be found more suited and hence more successful, 
too. 


Marketing CoUs. From the viewpoint of the economist as 
also that of the farmer, these are of import. The aim is to re- 
duce these costs as much as possible. In fact, the distributors 
get an increased proportion of the amount that the consumer 
pays, also a larger amount of the income which the farmer is 
to get and receive in lieu of the produce that he markets. In- 
evitably, the distributive costs are heavier in agriculture than 
in the industrial sector ', the reason is the wide dispersion of the 
producers, the variations in quality and quantity of agricul- 
tural produce and its perishability. But, on the other hand, 
there is the advantage of greater stability of demand for these 
products and lesser liability to changes in fashions, as may 
happen in the industrial sector and in manufactured goods. 
Still, these costs have been rather heavy because of the indivi- 
dual-ness and the small scale of the unit of enterprise in agri- 
culture. Add to this the imperfections of agricultural markets ; 
in the first instance, some sort of retailing is inevitable in 
the countryside, where the local prejudices, preferences and 
regards count for much ; and secondly, the scale of operation is 
also small. Also the consumers’ preferences are usually not re- 
flected back in the differential prices for agricultural produce. 
The producer is unable to anticipate the trend of consumers 
demands, with the result that he has to be content with tradi- 
t ional supplies and try to market them ; the process may be 
costly. Annin, fluctuations in the supplies from the agricultu- 
ral arena also account for the high cost of marketing. And 
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aboie all* the mult iphcuy of the middlemen between the pro* 
ducer and the final consumer due to the farmer’s lack of orga*- 
msational ability and his ignorance account for this fleecing 
The Distributive Margin Attention needs to be drawn to the- 
margin between the price which the farmer gets and the price 
it which the product is old away to the consumer This distn* 
butive margin should be as narrow as possible most of the 
marketing reforms and legislation are directed to the same end 
The margin between the farm price and the retail price is the 
distributive margin which varies widely for different groups of 
producers and for different commodities Difficult as it is to 
measure this margin, it is possible to make some generalisations 
about it In direct sales the margin disappears, or is pocketed 
by the producer-retailer Alternatively known as the distribu- 
tion costs, it must not be confused with selling costs, which are 
of any entirely different composition The issue for the peasant 
is the lowering of this margin The firmer is a residuil 
claimant, and would be left with a larger share if this margin 
is lower This depends on the number of the middlemen who 
intervene as between the farmer and the consumer the larger 
their number the higher is the distributive margin The pre- 
sence of a large number of middlemen leads to what may 
described as “waste”, the duplication of functions and inflation 
of the costs of marketing This point is intimitely connected 
with the question of selling costs, which is discussed below al- 
though the distributive margin is distinct 

Selling Costs In a general way it has been pointed out that 
the marketing costs are excessive due to the perishability of the 
agricultural produce Other reasons may he stated in brief 
the high costs of assemblage, collection and transport, the diffi- 
culties of grading, standardising, etc , in the agricultural sphere, 
the impossibility of the regularity of the conditions of demand 
and supply, heavy expenses of storing and warehousing, and the 
great risk attendant on the perishability of farm produce 
and the strict limitations of agricultural marketing The effect 
of some of the above*mentioned factors is self-evident Trans- 
port costs in respect of agricultural produce are high as the 
farms are often located in out of the way place and are inacces- 
sible, and due to the primitive character of roads in the rural 
areas Also the perishable agricultural produce has to be trans- 
ported in fast-moving vehicles, this factor alone being responsi- 
ble for raising costs Difficulties of grading and standardising 
have been dealt with above the costs incurred on this account are 
much higher than in the other sectors The bottlenecks of 
securing a regular supply of agricultural produce arise out of 
the seasonal character of the industry which is subject to the 
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inclemencies of weather. Demand is unstable as the gaps have 
filled in by local supplies, which may be super-abundant. Thus 
to counter-price fluctuations, the dealer does demand a higher 
remumeration. Add to it the high storage costs. Because of the 
perishability of agricultural produce, the costs of refrigeration 
etc., are also considerable, the farmers may not be able to afford 

them. And then there are limitations on the scope of market- 
ing of agricultural produce. Apart from the restrictions imposed 
on the market by the state, an inherent limitation arises out of 
the fact that the unit of operation is the small scale with the 
result that the marketing costs mount, especially when the 
burden of the middlemen is also high: the share of each is still 
small. And then there are the limitations of finance, that may 
be available to the middlemen and the peasants, while the 
economies of large scale could also not be reaped. No wonder 

then, that the marketing costs are very high indeed. But by the 
institution of co-operative system of marketing, these costs are 
being reduced considerably and in certain cases, are being 
eliminated. 

The Middlemans I rofits. The middleman issue is quite 
important, and needs to be attended to in this connection. 
Firstly, the number of the middlemen is very large, this also 
raises marketing costs. In the first stage of marketing, the 
multiplicity of the collection and assembling agencies results 
in the formation of a horde of middlemen, while in the second 
stage, too, there is the multiplicity of the retailers and sellers, 
all of whom share profits, which must therefore rise. Chances 
■of operators overlapping not only in the functions but also in 
the dealings raise costs. Rationalisation of the retail markets 
may be brought about by legislation enacted to that end, but it 
is not possible to rationalise the collections except by com- 
pulsory procurements. But from the middleman’s viewpoint, 
it must be conceded that the grading and standardising of the 
farm produce, as done by the farmer himself is the exception 
rather than the rule. This work is often assigned to the middle- 
man. Note must also be taken of the exacting and precise 
demand of the consumer, as it is developing, and that the 
agricultural produce being unable to meet these requirements, 
the middleman has to bear the brunt and to make the article 
saleable to the consumers, he must be paid for this special job. 
Competition among the middlemen is seldom perfect, with the 
consequence that the middlemen’s charges are often inclusive 
of monoplov charges. Some degree of local monopoly is more 
or less inevitable in the conditions conspicuous to agriculture, 
nor are the farmers equipped with the time, resources, or 
knowledge to bring about competition as among the middlemen. 
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In fact the peasants themselves create circumstances conducive 
to the formation of monopoly b> entrusting their business to 
the same traditional dealer Also competition, if any, among 
them is more apparent than real for there is often secret 
understanding among them, as also the prevalence of rings, etc 
Collusions and secret deals may weaken even the semblance of 
competition Again, the big middlemen are able to influence 
prices, payable to the peasants, to eliminate effective com- 
petition, and charge a high price for their services In the 
light ill these, the inevitability of the high charges of the 
middleman is established To induce competition among them 
is a problem both for the planner and the administrator 
Exploitation may persist, especially in the agricultural markets, 
though these may be invisible to the farmer In the central 
markets, the middlemen perform a function of importance to 
the whole marketing organisation The central market has also 
an element of monopoly procurement the middleman who 
helps the big businessman is paid at the expense of the peasant, 
to whom the return made is reduced to the same extent In fact 
so diffused are the functions of the middleman and so wide 
spread his activities that his charges, of a monopoly charac- 
ter, have inevitably to be rather high 

Rigtd Marketing The fact of rigidity of the marketing 
organisation and of these costs may also be noticed The mar- 
keting system is incapable ofcoping up with the fluctuation in 
respect of agricultural commodities Tins rigidity is responsi- 
abe for the high marketing costs In fact, agriculture in char- 
clterised by several rigidities so is agncultrual marketing 
Commercial interests stand to gain from the current agri- 
cultural surpluses (even if of a local character), for agri- 
cultural produce is sold away at throw away prices This trend 
may be persistent as the overhead costs of distribution are 
ever on the incline, more so in the case of the perishable 
commodities Again, these high distributive costs tend to stay, 
whether the producer’s prices are high or low, with the result 
that the producer is unable to sell off the produce at a higher 
price, lest the demand shrinks he has to suffer on account of 
lower net price This is the first type of rigidity, the second 
thing to be noticed is that the distributive system is not flexible 
Va ’jWXOT-'A tb.a. 1?. of. tha Cult at the 

higher price to the producer-farmer, for the system is charac- 
terised by the multiplicity of the middlemen ready to swallow 
any benefit that may be passed on through them And there 
js still another inelasticity the system is incapable of passing 
on the advantages of lower price to the consumer even if the 
producer-farmer were willing to sell a larger quantity at a 
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lower price. In the fourth place the producer-dealer arrange- 
ments and relations are pre-fixed and do not respond to the 
fluctuating fortunes of the farmer, with the result, that 
middlemen’s charges are ulso fixed in advance. This is another 
rigidity, from which the producer-farmer suffers and heavily, 
too. Still another one relates to the fact that the producer 
does not want a fluctuating profit on his farm produce, he 
prefers to have a stable return on his enterprise, here he is in 
confiictwith the dealer’s interests with the result that he gets 
neither a stable profit, nor even a stable price for his produce, 
in fact this effort of his only serves to depress his price and 
his profit. And lastly, the cost inelasticity that characterises 
the farming enterprises, puts the peasant to loss when there is 
a glut and depressed prices. Ignorance of the commercial 
aspects of farming and lack of information about the agricul- 
tural production, result in the businessman-middleman fleecing 
the peasant outright. Such is the inelasticity of the farm 
production that the peasant is unable to adjust his produce to 
the instabilities in the market, even if he were to realise 
the superior importance of following such a course of action. 
Efforts should be directed to increasingly take over the func- 
tions of the middleman by means of co-operatives. 

The Cost Analysis. Marketing costs are composed of the 
costs of transport, the costs of packaging, and tlic costs of 
salesmanship*, this is a rough enumeration of the marketing 
costs. Costs incurred in publicity, advertising and selling are 
also included in them. Certain difficulties arc obvious about 
this type of analysis. Firstly, it is difficult to assess the return 
on the advertising costs, for at one time expenses incurred on 
advertising may bring in a greater return, while at another 
time, they may yield less. Much depends on the novelty of 
the article, or its standardisation; in this sense, agricultural 
commodities are usually neither new nor standardised. Hence 
the frequency of advertising and the expenses involved therein 
(as far as agriculture is concerned) arc difficult to estimate. 
Secondly, the selling costs do not determine the amount of 
business; this is true of the industrial and commercial sectors, 
but truer still of agriculture; here too the allocation of the 
selling costs is difficult. And then advertising may not 
guarantee business to a firm which advertises. In fact, the far- 
mer seldom does the advertising himself, he leaves it to the 
middleman. Selling costs, in the form of publicity and advertis- 
ing are based on the expectation that the consumers may be 
willing to change' their preferences, but this question is of not 
much import in agriculture, for the demand for agricultural 
products is more or less fixed. Pure selling costs are only a 
fraction of the marketing costs. The costs of transport, of 
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•warehousing and of storing are rather heavy Transport co3ts 
are high in the underdeveloped agrarian economies, and in the 
embryonic ones The costs of storage and warehousing are 
also quite burden«ome there 

The Operational Scale Usually, the operation is on a 
small scale, this makes the costs of marketing heaty Generally 
the costs of storage, warehousing and handling the cotnmodi 
ties are rigid, though heavy for the small dealer and the small 
peasant The assumption of risks by insurance companies is 
possible, but here too, the incidence of this charge is rather 
high, especially in xraall-scale operations In trying to secure 
the advantages of specialists’ services in connection with mar- 
keting, the small farmer and the small dealer may have to pay 
much, consequently, some of these services may have to be 
dispensed with on account of heavy costs, and unspectalised 
■workers employed on these specialised jobs, which are thus 
performed inefficiently.thus it is that the real costs of grading 
sampling and standardising mount up And then advertising 
costs may be proportionately lower for the larger scale of 
farming, but burdensome for the smaller farmer, hence the 
small-scale operation is unremunerative Should the farmer 
seek to eliminate the middleman, the costs of marketing and 
the overhead expenses would fall heavily on him, for he may 
have to buy the marketing equipment e g the lorry, the store, 
the grader and the processing machinery, etc , with the result 
that the small farmer has to incur heavy costs Thus for the 
small-scale farmer, the costs are burdensome In the last stage, 
the business of retailing for small peasant is costly, usually, 
it is convenient for consumers to have shops and stores of all 
varieties near their residence, this multiplicity of unspecialised 
shops means higher costs of selling Multiple shops, made 
possible by the combination of small shops, may be difficult 
for agriculture, due to its usually small scale It is only in 
the stage of transmission from the wholesale merchant that 
large-scale operations may be found, to the exclusion of the 
small scale, possibly costs may not mount up But, here too 
the monopolistic position of the big merchant, the high 
businessman, enables him to reap a very large profit The 
costs of the marketing operations at all stages, notwithstanding 
the scale of operation, arequite high and also unfair, especially 
jj) sbe-ir jjjrjdr-nc* to the peas ant, the smaller one 

Trends in Coin Still, certain trends may be detected, in 
respect of mark-ting costs, they appear to be towards the 
decline The extension of the means of transport and eoromu* 
mcation to the rural areas, in all economies, makes for cheaper 
transport costs With increasing emphasis on grading and 
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standardising of agricultural produce the costs of marketing tend 
to be on the decline. And the co-operative form of marketing 
or group marketing reinforces the same trend in marketing 
costs. The middleman is being eliminated, especially in 
co-operative marketing. Since the co-operative form is the 
most important, a separate section would be devoted to it. In 
regard to legislation for marketing, the trend may be detected 
as being towards regulation, and the reduction of the piiddle- 
man s charges. Howsoever nbminal legislation may be, the 
fact remains, that it invariably is effective in reducing the 
costs of agricultural marketing. With growing consciousness 
about high-marketing costs, the highhandedness of the middle- 
man, and the exploitation of the poor peasant, the farmer no 
longer falls a willing prey to the same. Another fact is that 
standardisation of weights and measures, especially in the 
primitive and the backward economies, has led to the narrow- 
ing of the range of malpractices. 

Co-operative Marketing. As a remedy for the excess of the 
middleman, the system of co-operative marketing is being ad- 
opted widely, so as to eliminate him quite and lift away the 
burden of his charges. Incidentally, the aim is also to mini- 
mise the burden of marketing charges. Go-operatives have 
become an essential part of the marketing machinery, as also 
an offshoot of the general trend in community development. 
The co-operative movement in agriculture may take many 
forms ', the most important is relating to the sphere of market- 
ing, in so far as the economic well-being of the peasant is con- 
cerned. The success of the co-operative movement in the field 
* of marketing is pronounced and prominent in the backward 
economies. Distribution of the produce is undertaken by the 
co-operatives at either end, but more of this after principles 
are understood. 

Fundamental Principles. The principle of mutual advant- 
age is the most basic one. At least three important and distinct 
principles govern the co-operative societies: first the princi- 
ples of the democratic control of the management, secured by 
the rule of one vote for every member; second that of restricting 
the dealings to members, preferably, and third that of sharing 
the profits (surpluses^ on the basis of equality and not merely 
on the basis of the capital invested, for which a nominal rate 
of interest could be paid. The democratic principle stops the 
domination of one section over another, while that of restrict- 
ing the activities to members, results in sharing the benefits 
mutually, among the members alone to the exclusion of the 
outsiders. And the observance of the third principle assures 

38 



594 


AOBICOMUBAU MARKFTS 


equality among members and excludes domination by the 
moneyed members, or any slicing away of the profits by them 
on the basis of the investments Strictly speaking, a co operative 
society does not make any profits but onlv earns a little surplus 
over the running expenses, for the purpose of buying equipment 
and creating a reserve But the one general principle that perva- 
des all co-operatives is the one of mutual self-help, this appeals 
to the co-operators and when put into practice benefits all the 
members of the society Another point is the elimination of 
the middleman , his profits being shared among the members 
of the society All the five principles of co-operative associa- 
tion are applicable to the marketing types The primary aim 
of co-operative marketing is to eliminate the middleman, and do 
away with hn excessive charges The next in importance is 
that of mutual self help, and then come the other three princi- 
ples, as enunciated above These are the fundamental pnnci 
pies 


Forms and Types Co-operative marketing could function 
at either end of the marketing process the producing or the 
distributing end Producers may form a co-operative society 
in order to market their produce cheapl) , while the consumers 
could also do the same with a view to buy cheaper Thus the 
two more important forms are the producers’ and the consum- 
ers’ co-operatives The two forms need not be mutually exclu- 
sive, but one may shade off into the other The producers' co- 
operatives, though working from the production end may extend 
right to the distribution end, while the consumers’ co-opera 
tives may go back to the production Starting from the retail 
end, the C W S (in UK) has worked back to the producing 
end More usually, the farmers* co operative societies only 
attempt to specialise in one branch and not in all the different 
processes And without having any experience of, the distribu- 
tive and retail processes, the farmers’ co operatives have 
not "achieved that success which was expected of them 
In fact, consumers’ co-operatives have been more successful in 
purchasing the bulk from the farmer than the producers’ co- 
operatives have been in getting the same marketed In produc- 
ers’ co-operatives a purer form of co-operative marketing— the 
elimination of the middleman is often not realised, immediate- 
ly , for the middleman is not sought to be completely elim- 
inated but the aim is to reduce costs of the services that he 
performs To remove the inefficiency of the competitive system 
without letting other defects creep in, is the objective Haul- 
age of the produce may be done jointly, also the different 
selling costs may be shared jointly with the result that costs 
per unit of the commodity may be lowered Permanent equip* 
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ment may be purchased in the pool ; this may enable grading, 
sampling and standardising at lower cost, but the effects of 
co-operation are important. 

Effects of Co-operation . It is possible that in the initial 
stage, the effects may be to raise the costs to the producers and 
reduce the profit margin for them. But this may be followed 
by raising the produce and the earnings. The first impact in 
the increase of initial costs is due to the fact that the equip- 
ment and the organisational expenses may have to be incurred 
by the organisation at its inception', certain transport vehicles 
have to be purchased, certain grading equipment to be bought, 
certain storage facilities to be procured, and also certain other 
initial expenses to be incurred. It is, therefore, that the initial 
impact may be to raise costs, but only to lower them at a later 
stage. This is a temporary phase in the life of a co-operative and 
may soon be over, though this may frighten the peasants into 
giving up the membership and the venture; but its tenure and 
life is ensured over a long period, if the first frustration is 
resisted. Larger numbers of co-operatives may inspire confi- 
dence among the peasants and enthuse them with a spirit of 
self-dependence. This may have a snowball effect, for if the 
co-operatives succeeded in one locality, the contagion may 
spread to the other localities, too. Another effect may be to 
increase the area under the croppage for the simple reason that 
the higher returns to the cultivator may provide an incentive 
for him to cultivate more crops with larger acreage. Thus 
the ultimate effects may be to raise the produce. Another 
noticeable point is that the co-operatives may have the effect of 
standardising the demand and supply of commodities, and sales 
to the consumers of the standardised articles at reasonable 
prices. Through co-operative marketing, the corrupt practices 
of the dealers and the middlemen may be minimised, who 
may thus like to rehabilitate themselves by following cleaner 
methods. 

Advantages and Merits. This system has certain pronounc- 
ed advantages, which may be noticed- In the first instance, 
there is the replacement of the sordid profit motive by that of 
service and mutual self-help. The profit motive is not necessari- 
ly of danger to the social set-up, but this -by itself is respon- 
sible for the high costs of marketing, and is instrumental in 
making the marketing organisation unprofitable to the producer. 
The advantage to the members arises out of the motive of self- 
help and of service : apart from being useful to members it is 
also instrumental to the integration of the rural society. The 
aim and the method of the co-operative society is to sell the 
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produce at as high a price as possible, and make the return to 
the members the highest The deduction made is not the 
middleman’s high charge, but the barest marketing costs, which 
are divided proportionally among the members The second 
set of advantages arise from the fact that the co-operative 
organisation may take up grading and standardising which an 
individual member could not have done in isolation, because 
of the heavy costs involved In addition to grading and sort- 
jng, the processing and other functions of the marketing 
system may be taken up and with happy results Thus out of 
the chaos of disorganised and fluctuating supplies may be 
brought order with an advantage to the consumers and the 
producers Indirectly, co operatives have compelled the 
middlemen to perform these services at competitive rates, thus 
extending the range of their usefulness to the non-co operative 
sectors Co operatives have also been successful in eradicating 
slich abuses, as deadweights, wrong cultivations and cheating, 
practised on the ignorant and hard pressed farmer, eager to 
convert his produce into cash at the very earliest In other 
words, the bargaining position of the farmer is strengthened, 
for if he were to deal singly and by himself, he would be at 
the merchant’s mercy, but when he acts in collective unions 
his bargaining power is considerably increased In the spheres 
where the competition as between the middlemen has degene- 
rated to a mere show, the co-operative society has been able to 
induce real competition among them with the result that 
remunerative prices have been invariably secured for the 
peasants Other trade benefits have been gained, such as the 
arrangements of credit facilities, at cheap rates, and advances 
and assistance from the state and lower transport rates 
Another gam is that the co operative society is ible to ensure a 
regularity of demand for the produce, by making pre arrange- 
ments for its disposal Also, the society is able to control flow 
of the produce to the market by the special method' It is, there- 
fore, recognised that this service of the co-open 1 1 ve society is 
very significant, for the income of the farmer suffers on account 
of the fluctuations of demand and supply of the produce, and 
the society is able to regulate ji There may be glut, which 
may cause a fall in the price to an unremunerativc limit, and 
tbjs t.br- m t>prsJ*Sjyss .aprud Another -advantage is the Integra 
tion of production with marketing, the divorce between 
the two has resulted in the former lonng his profits, 
which are pocketed by the middleman instead In this work, 
the society is also aided by the contract system the members 
market their produce through the society alone This streng- 
thens the society m its transactions, it is in a position to induce 
the farmers to produce the better quality of the product, thus 
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the efficient producing is coupled with efficient marketing with 
the result that gains accrue to the farmers and the consumers 
alike. The co-operative society by ensuring loyalty from its mem- 
bers, is in a position to exercise its monopoly powers in respect 
of the produce, it seeks to market as it is able to pool the 
produce from its members. It can also bargain with dealers 
and wholesalers on a footing of equality and sometimes of 
superiority* for it has unique advantage of holding all the stocks 
which could be available in that locality. The wholesalers, 
assured of a regular supply and continuous flow, are apprecia- 
tive of its services and like to deal with it* Adjustments in 
demand and supply are easier in case the co-operative society, as 
the members could be informed in advance of the trend of 
demand. Even directly could the consumers’ preferences be 
passed on to the producers who, then produce to the consumers' 
specifications. Not this alone, co-operative marketing societies, 
by withholding the supply for a short time may lever up prices 
and may give the farmers the much-needed advantage, which 
they could not otherwise hope to get* But the advisability of 
the methods from the larger social viewpoint has been ques- 
tioned. S*ill, whatever the social justification of the method 
be, the fact is that this is of advantage to the producers and 
the poor farmers, who stand to gain out of the temporarily 
levered up prices. And then the co-operatives educate the 
farmers about the market mechanism, something, which would 
be of use to him in the long run. And above all, the success of a 
co-operative marketing society spreads the infection of co-opera- 
tion fast enough in the locality. 

Dangers and Demerits . Co-operative farming is difficult to 
introduce in regions, where mixed farming practices prevail, 
for small bulk may not be profitably taken up for wholesale 
marketing practices ; it would not be profitable to farmers for 
the scale of operation could not be enlarged by the addition of 
tiny bulks for the purposes of marketing. It would be more 
economical in mixed farming to resort to the method of direct 
sales, rather than seek the assistance of the middleman, for the 
costs of marketing functions as chargeable to farmers would be 
very heavy indeed. The large-scale of organisation has advant- 
ages, which accrue out of co-operative marketing organisations ; 
it is difficult to operate among the far-flung and scattered pro- 
ducers in the countryside. It would not be wrong to suggest that 
the costs of collection from such a multitude of farmers, scat- 
tered in different villages and hamlets may be high, and raise, 
instead of lowering, the costs of assemblage and collection. If 
the bulk of the produce is to be disposed off in the distant mar- 
kets, co-operatives may prove useful, but if the bulk is to be con- 
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aumed near the producing centre that would result in the mul* 
tiplication of the costs , direct sales methods would be more 
useful and remunerative to adopt And co-operatives may fail 
to thrive on this strongly individualistic nature of the peasant- 
ry (usually the farmers are highly individualistic, and this fact 
conflicts with the co operative motto of "service before self”) 
Many a co-operative has floundered on the rock of mutual jealou- 
sies, which raise their heads among the members in the course 
of time Such bickerings may mount up to actual ruptures , 
members may decide to leave the society on mere flimsy 
grounds, as against this the clever country dealer knows how to 
exploit the situation with the result that once a crack is visible, 
it is widened the instigation of the middleman out of spite for 
the co operatives The heterogeneous nature of the co operative 
enterprises makes it diflicult to practise specialised farming and 
marketing on the part of the co-operatives Consequently, the 
co operative society disappoints ambitions and sanguine mem 
ben who have pinned their hope on the ability of the co opera 
tives to solve their problems efficiently And the adoption of 
sound business methods on the part of the operators of tile socie- 
ty and its promoters, may sound its death-knell, for the pioneers 
in their enthusiams, forget all about the business aspects of the 
movement, and in order to attract more and more members 
discard the principles of sound business and in their efforts to 
oblige the individual members run the society in a deficit, mak- 
ing it debt-ndden and ultimately, insolvent Allied to this 
factor is that of the lack of knowledge of the methods of co opc 
ration, the understanding of sound economic and commercial 
practices on the part of the promoters and the pioneers with 
the result that the control over the whole organisation gets 
slack and the organisation is characterised and infected with 
inefficiency And then mostly, on account of this shortcoming 
the co operatives are promoted and pioneered by outsiders, con- 
sequently, these organisations, howsoever efficiently and profit 
ably run often fail to inspire confidence among the rural people 
who are usually suspicious of the efforts of the outsiders and 
smell a rat in the whole thing The movement could be run 
only on the loyalty of the members and not on the nourishment 
received from outside sources And lastly, the one rock against 
which many a society has perished is financial weakness Hence 
finances must be strengthened 

Th$ Future With growing enlightenment, the spread of 
the movement is ensured , for the peasants, when they begin 
to appreciate the advantages of the movement, tend to sink 
their individualistic jealousies and bickerings This adds to 
its inherent strength, md makes its basis sound Again, with 
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the march of time, the resources of the common peasant tend to 
expand, which in turn, gives the much-needed financial support 
to the co-operatives. Also with growing specialisation, and the 
elimination of subsistence farming, the har.dling of bulks pro- 
duced by the co-operatives would be of advantage to the farmers 
and the scale of operation may be enlarged and the costs of co- 
operation reduced considerably. A word may also be said about 
the extension of markets, attendant upon the growth and deve- 
lopment of communications and transport", this would tend to 
discourage direct sales, erstwhile beneficial because of local 
marketing of farm produce. And above all, the increasing 
recognition by the state of agricultural marketing socie- 
ties in respect of its stores purchase policies and practices and 
for concessions offered to them in the form of cheaper and 
readier transport means, may also encourage the formation of 
such societies in increasing numbers. The future of the co- 
operative marketing appears bright. 

Market Intelligence. This section deals with an allied 
-subject*, the information services about the markets, so essential 
to the present-day commercial organisation. It is the specia- 
lised nature of the market intelligence services that has neces- 
sitated the examination of this subject in a separate section, 
but the fact is that its significance to the farmer, who is in search 
of income stability is inestimable. It is in this light that a wise 
peasant is able to adapt his system of farming to the changing 
needs of the market. The information sought is of two types, the 
one about the new process of farming, storing and preservation 
and that about price and production trends in the countries 
abroad- With growing state regulation of markets, there is 
greater need for the society and the state to have the complete 
and the full information in order to be able to formulate 
correct policies and also to give effect to right practices in this 
regard. A modification of the existing marketing institutions 
may be brought about in the light of the facts noticed by the 
planning and administrative authorities. The state may have 
to formulate certain policies in the non-agricultural sector, 
and these policies may have impact on agriculture; this may 
involve the availability of the complete facts about the agri- 
cultural trends in general and the market trends in particular- 
For instance, in the imposition of the tariff, the states have to 
be apprised of the trends in agricultural prices, so that its 
height may be determined. And finally such information may 
prove a boon to the farmers in making them aware of their 
weak points, which, therefore, they may make efforts to remedy 
.and eliminate, too. 

Farmers and Facts. Farmers may need facts for efficient 
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discharge of their duties as farmers, that would greatly stm- 

f ihfy the problem of farm management And then the know- 
edge of market trends would enable them to so manage their 
production in advance that they may be able to stabilise prices 
A correct estimate of the consuming standards of the public 
should be foreknown, for that would greatly help in assessing 
the quantity and quality of production The marketing situa- 
tion, which has been just discussed above, would be much eased, 
if the farmers adjusted their production to communal de- 
mand, even before it is marketed The farming operations 
must be adapted to the trend of production and prices Care- 
ful studies about marketing processes, middleman’s services 
and the costs thereof* would go far to pave the way for the 
introduction of co operative marketing in the community 
The marketing problem, in so far as it is one of securing satis- 
factory prices for the farmer could be sol\ed to a great extent 
by the adjustment of supply to the anticipated demand This 
adjustment is to be both with respect to quantity and quality 
At the present moment, most farmers cultivate their fields 
without knowing the market trends, this means that they are 
orly adding to the complexity of phe problem of adjusting the 
supply to the demand and only making the demand and 
supply adjustments irregular With a view to enabling him to 
do his little bit in adjusting demand and supply, the farmer 
should be equipped with knowledge of the conditions of supply 
and the probabilities of demand Not only the quantity of the 
produce, but also the qualities of the same should he know, 
the prices at which they are sold, and also the costs of produc- 
tion of the various farm products, so that hts competitive 
strength could be increased He should be able to interpret 
changes which are taking place in production and consumption 
in order to be able to adapt hi3 farming to the changing needs 
of the day, especially those which affect the course of prices 
and profits in production This concerns him very much 

News and Inspection Services The market news services 
which may be worked out along lines befitting the conditions of 
commodities in question and also of the farming process, should 
be within the grasp of the peasant, for whom they are primari- 
ly meant, this would be useful to the farmers Information 
about prevailing conditions of the national farm produce and 
potential trends about the same, would be pertinent in this 
regard And the news about weather forecasts which may be 
scientifically prepared m a form intelligible to the farmers, 
and of use to him especially in countries where greater depen- 
dence is on weather and nature, would prove immensely use- 
ful to the peasants, for they could at least plan their day to- 
day operations in the light of the forecasts and thus eliminate 
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a lot of waste in time and operational costs in respect of the 
wasted operations, due to the non-co-operation of the weather* 
Information about stock positions and respective market is 
also useful to the peasantry. News services should be either 
specific in regard to certain commodities or general about pro- 
duce- Markets and the reports about them may also figure in 
the news broadcasts for the rural people. Reports may be 
compiled from rural areas and the factories in order to let the 
farmer visualise the value of his contribution and enthuse him 
to put in more and more work. In the light of this informa- 
tion the producer-farmer could decide upon the line of produc- 
tion, its quantity and quality. Before the sowing season, ex- 
perts could report on the trends in the markets and give infor- 
mation about production and distribution in the local, the 
national and the world economy, especially in respect of the 
export crops, and let this information be known to the peasant 
so that he could adjust crop-production accordingly. The needs 
of the large consuming centres and factories could be charted 
and some conclusions arrived at in the light of this 
analysis, so that the farmer could be guided properly in his 
work. The dissemination of such select news is advised as 
could be useful to the peasant, news may also be broadcast in 
the form of bulletins, to be issued by the authorities concerned 
in the local magazines and in the local languages. Marketing 
information officers, if appointed of this specialised job, could 
supply such information to the peasants as may be of use to 
them. Each news service should be developed with a certain end 
in view and information placed in the hands of those in need of 
it and also able to make use of the same, while others 
could be taught its use. 


Inspection Services . Correct inspection helps him raise the 
standards of his commodities and also of his produce, while 
giving him useful information- For instance, food inspection 
services may examine a certain type of food in the interests of 
public health, sanitation and nutrition- And it may be possible 
to invoke this service just for the very nominal charges, thus 
raising, incidentally the standards of food production in the 
country, on pain of fines of defaulters- Market inspection may 
be instituted in the interests of grading and standardising. 
Especially in the case of the perishables, these services could 
prove immensely useful, m that these could rescue the public 
from bad rotten stuff. Similarly, these services may also safe- 
guard the interests of the consumers against fraudulent prac- 
tices, and injurious adulterations. The producer may also be 
protected against the tricks of the dealers and the dishonest 
businessmen, with the result that a good return is assured to 
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the producer Inspection may also be instituted for quantity 
50 that the consumers and the producers could be saved from, 
fraud practised on them Inspection for quality may be potent 
in standardising grades of the commodities, and for their in- 
sistence on their being uniformly maintained Inspection in 
matter of packing and distribution is likely to prevent improper 
loading and packing as does not conform to specifications laid 
down, thus order may be brought out of chaos Improper load- 
ing and the use of bad containers may be incorrect from the 
standpoint of the producer and the consumer alike the inspec- 
tion services help to stabilise improvements in this matter 
Otherwise general deterioration may result as improper venti- 
lation, delay in transit, disease infection this may be damag- 
ing to national health The regulation of markets is desired 
from the economic standpoint If the standards are well known 
and if it is also known that they are to be enforced, the eco 
nomy as a whole would gain a lot in the light of the above 


Estimating and Forecasting Attention may also be drawn 
to estimating and forecasting in agriculture, as supplementing 
market information It has been pointed out in the above 
paragraph, that information to be given to the peasant should 
be based on the forecasts and the estimates made about crops 
and livestock, fruit and vegetable, by experts on the basis of 
statistics of cultivation and yield There is also private estimat- 
ing and forecasting, in fact all farmers do a certain amount of 
predicting and on the basis of their own anticipations, they cul- 
tivate their farms By this, they are able to do some better work 
and incidentally equate their supplies to demand But this is 
on the assumption that their forecasting is correct The farmers 
howsoever wise, intelligent and educated they may be, are not 
experts in the line, and may make mistakes in their forecasts , 
hence Jt would be better if the forecasts were made by experts 
and not by farmers themselves In this context, it may be 
pointed out that correct forecasts would not only help the far- 
mers, but also the planner in estimating consumption and plan- 
ning accordingly Therefore, estimating is based on full and 
correct information, the farmers could nothaveall the requisite 
information about the conditions of crop and livestock, even if 
they made an effort in this direction Orderly production and 
marketing follow the dissemination of correct information 
about trends in production, and this in turn depends on 
orderly forecasting and estimating by the proper agency From 
the purely marketing point of view, forecasting is relevant to 
good marketing practices, and also conductive to the elimina- 
tion of the waste incidental upon defective marketing, that is 
quite common in the backward and the embryonic economies 
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It is, therefore, in the fitness of things that these functions were 
taken up by specialised agencies in order that the marketing 
could promote national economic interests. Still this could 
not be undertaken by ignorant and unqualified farmers, who 
may be anxious to do something in the matter in their own 
personal interests. 

•Agricultural Forecasting. In order to complete this survey, 
this section is devoted to the importance but neglected subject, 
of agricultural forecasting* Crop estimating has already been' 
elevated to the status of a science and a great deal is being 
expended both in the form of effort and money to perfect these 
services in the West. Special attention is given to acreage, soil 
conditions the quantity of grain produced and 'the number of 
crops cultivated, and their purposes. Earlier attempts in this 
direction, (and noteworthy are the efforts of the master-investi- 
gators, like Lawes and Gilbert) were confined to making esti- 
mates of one cereal only. But, later on, these efforts were 
extended to other cereals, with the result that farm forecasts, 
being more correct, are useful to the peasant and the planner 
alike- Crop reports are viewed in the historical perspective to 
find out, what is commonly known as the “secular” trend. 
Crop estimates are also made available to foreigners, the advan- 
tage is that the production of exportable commodities adjusts 
to foreign supplies. Crop estimates are now recognised to be of 
such import that the newspapers feature the daily reports about 
them, and these receive the attention of special and expert 
correspondents, posted with latest information. 

Objectives and Advantages • The nature of the estimates 
would depend on the aims set. Estimates and forecasts differ 
in this respect; in different economies, as the priorities in 
various regions are varied. In the embryonic economies, the 
revitalisation of the peasants’ resources is the aim, and the crop 
estimates and forecasts prepared accordingly : in the same 
economic structure, a food deficiency may persist : economic 
forecasts would be made to serve this end. It is a question of 
emphasis, which may shift from one objective to another. In 
self-sufficient conditions, internal crops estimates are useful 
and relevant, while in an export economy, a forecast would be 
made for foreign countries and the crops grown there, so that 
the home farmer could adjust his exportable surplus in the light 
of this information- The effort would be to compile statistics 
and the reports in the light of their advantages to the peasants. 
In this matter, objectives and advantages are linked; the prob- 
lem relates to the perspective in which crop estimates and 
forecasts become suitable. The objectives of crop estimates, 
are, therefore, determined in the light of economic and agricul- 
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tural conditions of crops and livestock Bijt generally speak- 
ing, the objectives are wellknown, t ns , the stabilisation of 
agriculture and income therefrom These are notable and 
laudable indeed But other objectives are also to be noticed 
these facilitate crop planning by the farmer and the planner- 
Crop estimates for probable competitive prices and in the light 
of these trends, the selection of crops that the peasant should 
grow with i view to maximising the interne from farm are 
other important objectives, for estimating 

Bans, Method and System Attention is paid to the estimat- 
ing of the future yields of crops, and special methods have 
been devised in this connection, by the statistician and the 
economist But this need not be discussed here Crop yield 
estimates are correlated in the light of the ipetereological data 
which may be made available Variations in the matter of 
local distribution, the times of appreciations and depreciations 
in prices, and the yields of crops provide other basic of crop 
estimates and agrmthvral forecasts Chmatic changes are 
taken note of , and some generalisations made with the data in 
hand, so that some general trends may be derived therefrom 
Investigations may be conducted on the basis of past data, but 
they are not to be solely relied upon Limitations arise in the 
matter of basing agricultural forecasts on the meterological 
data there are cycles of agricultural production and notice 
must also be taken of these, when forecasting Agricultural 
forecasts are made on the basis of the statistical information 
gathered at regular intervals, from monthly, fortnightly and 
weekly reviews But the most important thing is checking the 
data in the light of the day-to day information and statistics 
On the basis of these check ups, the averages may also be 
revised for ten or twenty years, but the modern trend is to 
shorten the time interval as between the averages Check ups 
provide an important basis, and must be resorted to often 

Crop and Livestock Regarding the former, it may 

be said that they relate to the estimates of acreage, yield and 
production of every important crop on an annual basis Reports 
are gathered from all the quarters of the Country about crop 
estimates and their production and sowings Sample informa- 
tion is secured about the same Every source of information is 
drawn from, in order to perfect the same, and make it as 
accurate as possible Various check ups are devised in the 
interests of accuracy, the railroad statistics ^ r e compared with 
those of crop movements, reports of the producers, associations 
are also dealt with the same manner, census and village level 
workers’ reports may also be lapped for the * a me end, estimates 
about manufacturers’ consumption of agricultural raw material 
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-are used for the comparative purposes. Cattle estimates are 
made, but the emphasis is on the number of the milk and the 
meat cattle, as also the hide-producing and the wool-producing 
ones. It is not a little difficult to attain accuracy in this matter, 
due to the lack of correct statistics and the widely disparate 
practices of the breeders- The crop estimates may, therefore, 
be more precise than the livestock estimates, which may not be 
so correct. With complete knowledge of correct forecasts, the 
scope is widened for the stabilisation of prices, of both the 
•cattle and the crops- Different practices prevail for estimating 
different crops: variations in local productivity are to be noticed- 
■Similarly, the cycles of cattle-breeding are to be taken account 
•of, when forecasting cattle and their products and such things- 

Reorganisation Objectives. In the light of the economic and 
physical anticipations are estimates made of the crops and 
the livestock. But the whole system must be reorganised in 
a more co-ordinated manner with a view to increasing the farm 
income. Forecasting is the basis of wise and discriminate farm 
management ', its purpose is to guide production along 
channels of a correct economic balance. On farming is based 
efficient marketing, and balanced agricultural policies. Re- 
organisation should proceed according to the above objectives- 
Other objectives relate to the question of the right utilisation 
of land, and its apportionment among crops and operations, 
and the attainment of correct economic conditions in unsettled 
agriculture, e. g., on the morrow of a war. And forecasting, 
above all, should enable the farmer to adjudge the price trends. 

Adjustment and Adaptation. A correct interpretation of 
agricultural forecasts helps in making adjustments, in crops 
to be cultivated, and enterprises undertaken- Calculations 
made by the planners on the basis of prices and their trends 
are in the light of crop forecasts, etc. ; wage policies, cost of 
living indices to be framed — these are possible if the forecast- 
ing accords to requirements. The competitive strength of a 
farming system makes it feasible to adjust, but on the basis 
•of forecasts. Adaptations in the probable requirements of 
utilisation of land for various purposes, prospectively speak- 
ing, are possible when correct forecasts are made. In short, 
the national and the local policies could be founded on the 
correctness of forecasts and estimates, alone. 

Summary. To sum up, the chapter deals with important 
issues in agricultural marketing, and is, of moment to agricul- 
tural economist, the planner and above all, the tiller of the soil. 
The first paragraph gave the functions of the middleman, around 
,whom the whole fabric of the marketing system is -spun. The 
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description of marketing services was detailed in the next sec- 
tion with special reference to its various stages, ns , assembling 
grading, standardising, packing, processing, storing, warehous- 
ing and transporting The direct functions were given special 
con ^deration financial, risk-bearing, dispersing and salesman- 
ship were also analysed The next section described various 
market institutions, fairs, markets, auctions, exchanges, local 
and trade boards , in this connection, mention was made of the 
various practices, like the future trading, hedging and other 
allied devices, adopted to protect the dealers This was follow- 
ed by an analysis of marketing costs the distributive marketing 
(accruing to the dealers) were scrutinised, as also the selling 
costs, composite charges on the producers and the profits 
of the middleman Rigid marketing was examined the scope 
of agricultural marketing was found to be narrow A review 
of cost analysis was the next subject , a note on the modern 
trends in agricultural marketing costs, as in the context ot the 
dynamic view, was appended here This was follow. d by a 
discussion of the different aspects of agricultural cooperative 
marketing organisation in its various forms and types Funda- 
mental principles were detailed with special reference to Its 
forms, their advantages and demerits and limitations Then 
was thrashed the subject of market intelligence , the impor- 
tance of facts for the farmers was brought out and also of news 
and inspection services to the community The last section 
attended to the elements of agricultural forecasting, the basis 
methods and the objects of the same A word was also said 
about the reorganisation of the same, and the consequent 
adjustments 

Conclustont Certain observations emerge from this discus- 
sion In the first instance, the middleman s services, though 
costly, were found to be indispensable to the marketing 
organisation, unless the same -Acre put on the co-operative 
base Secondly, various stages in the marketing system were 
essential to the efficiency of the same Thirdly, several market 
institutions were dependent upon local conditions and were 
the resultant of the socio-economic forces, operative In a 
certain agrarian society at a certain period of it evolution 
transplanting alien institutions was a hazardous job, nttened 
with uncertain cansequcnces. Fourthly, the inference seemed 
to be that the system of marketing was more or less rigid in 
respect of the organisational set-up, and the cost structure * 
the practical advice was that the element of elasticity be 
introduced in the marketing system Fifthly, the prospective 
view was that the costs of marketing agricultural produce 
were likely to register a fall, in the light of certain visibl e 
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trends about agricultural policies, As a remedy to the chaos 
in this sphere of agricultural marketing, the advice was that 
co-operative principles to marketing problems be applied. The 
one lesson was this organisation be extended in spite of initial 
difficulties. Eighthly, was assessed the importance of intelli- 
gence services to farmers *, ninthly was analysed agricultural 
fprecasting-both of importance to farmers, lastly, adjustments 
md adaptations. 
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Introductory — floriculture and Valuation The Theory of Value Den and 
and Supply, Analysis ot Desaand Constituent* of Supply Value Fixation 
Price Fixing — Supply Demand and Prices Pricing and Output Shifts 
in Demand The Pricing Process Prices and Costs— Prices as Costs. 
Types ot Coats Costs price Relations Elasticities ot Prices and Cost* 
The Dynamism of Price r *ost Changes Pricing and Markets — Competition 
Types and Varieties Imperfect Competition and Monopolies Free PriooSup 
ports and Instruments Controls and Regulations Eiliclent Pricing The Price 
Policies— Obpctlve ana Spirit Adjusting ths Farm Enterprises Price Pattern* 
and Conflicting Ends Guarantee* and Compensations Price Administration 
Planned Prices and Adjustments Flexible tnd Multiple Prices. Controlled and 
Competitive Prices Prices ’acovea and Incentives The Market Mechanism 
— Analysis and Application Coveroqe and Safety Valve* Regulation and 
Monopoly Price Support Schemes Protection and Stability Planning and 
Price Reviews, The Price Level -Indexes of Price Changes Agriculture and tha 
Price Level Impact on Agriculture end Economy Summary and Conclusion— 
The Critique of Pricing Policies 

This chapter deals with pricing, which is of relevance and 
significance to farmers and consumers It has been said that 
the science of economics is distinguished from the other social 
sciences, in that there is the pricing process in economics, as 
in no other social science In this chapter would be given a 
general exposition of the theory of value as it pertains to agn 
culture Next follows a succinct account of the process by 
which price fixing is done in the agricultural sector detailed 
attention being focussed on the cost-price relationships, which 
are of significance in the pricing process The role of the markets 
in the matter of pricing is brougnt out in the next section, with 
a concluding paragraph on an efficient system of pricing Then 
would be dealt all the various aspects of price policies, with spe- 
cial reference to the administrative issues and incentives that an 
efficient policy may hold out to the consumer and the producer 
Adjustment through prices is also discussed The market 
mechanism, in all its phases, would be covered and attention 
drawn to regulation and the “safety valves” in agricultural 
markets The price level and its measurement is the subject 
of the last paragraph which is followed by summary and con-,' 
elusion. 

Introductory. In this section is surveyed the problems of 
prices and valuation, which are important from the agncul* 
turist’s point of view In brief outline, the section may b< 
summarised thus the inter-relation between ‘valuation 1 and 
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agriculture, followed by an exposition of the general theory of 
value, an analysis of the forces of demand and supply with 
special reference to the fixation of value as from the agricul- 
turist s point of view* It may be stated that the valuation and 
the pricing processes are significant in an exchange economy, 
for the simple reason that they are the means by which out- 
side forces of an economic character play their part in farming 
production. The whole complexion of farming undergoes a 
change with the impact of changing prices — an important point 
to be remembered. Two things stand out significant; firstly, 
prices move sympathetically, that is, in a group and more or less 
in the same direction- secondly that certain prices of certain 
commodities may change regardless of the prices of other com- 
modities, these are what may be termed “exceptional” prices. 
But usually, the first type of changes are the more frequent ones, 
and have a wider impact on the general economy. 

Agriculture and Valuation. All the above when taken into 
consideration, pose the question as to how far valuation of the 
different commodities affects the agricultural sector* In fact, 
the problems raised by the marketing of agricultural produce 
are solved by pricing. In this connection, it would be wise to 
concede the point that this system is a guide to economic acti- 
vity; to agriculture, therefore, pricing is very relevant. In the 
working of the free price mechanism (in the agricultural sector) 
must be considered the influence of prices on demand, and vice 
versa, as also its impact on supply and vice versa. This fourfold 
analysis is a prerequisite to a good understanding of the prob- 
lem. It needs to be emphasised, however, that in practice, these 
\ relationships are inextricably and indistinguishably interlinked 
> and interdependent; and as between themselves, form a complex 

I phenomenon of the agricultural system, which in the present 

age, is much price-ridden. Prices are regarded (by economists) 
as the external and monetary expression of the forces which 
govern and determine values. In this connection, it may be 
pointed out that the process of valuation in the realm of 
agriculture is not a little different from what it is in industry 
(where the problem of storage does not arise) though it does face 
the agriculturist, %vho produces articles of a perishable nature* 
Hence, prices in agriculture, have of necessity to be short-period 
, values. This distinction raises complex problems in agricul- 
' tural pricing and valuation. Thus agricultural pricing and 
! price-making is of a different character from what it is in the 
general economy. Not this alone. Another consideration of 
moment is that the products in agriculture are of basic import- 
‘ ance, because they are raw materials and food products. 

The Theory of Value. The theory of value is an important , 
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part of the general economic theory Briefly put, this is an 
explanation of the pricing system, price being the money trans 
lation of \ allies The function of the pricing system is to guide 
economic activity and make for an understanding of the guiding 
forces in agriculture The principle on which pricing is based 
is threefold, when more of a product is marketed at the same 
price, its supply terds to increase, while the demand may not 
When the price falls, the demand extends, while the supply 
contracts Secondly, when the demand for a product exceeds 
its supply, its price would rise, and when the supply is greater 
than the demand, the price tends to fall In the third place, 
when changes are brought about in demand without similar 
variations in supply, price movements follow demand Similarly 
when supply vanes without corresponding changes in demand, 
the price would react to changes in supply This threefold 
principle may be styled as the es'ence of the theory of value 
The first proposition gives expression to direct reactions of 
sellers to a change in price, as also the reactions of the buyers, 
who act differently from sellers The reason is clear, it is 
beneficial for sellers to increase their supplies when price rises, 
in the hope of getting higher profits, for the cost price difference 
is widened The buyers, on the other hand, do not react in the 
same manner, for it is not to their advantage to buy larger quan- 
tities when prices are rising The s-cond proposition em- 
phasizes that pricing is the resultant of scarcities which again, 
are relative in their nature The comparative behaviour of the 
forces of demand and supply is brought about in the third pro 
position, above The underlying assumption is that the pnee- 
fixing mechanism works under conditions of free and unfettered 
competition In agriculture, there are four distinct relation- 
ships, the influence of demand on price, the influence of price 
on demand, the influence of supply on price and the influence 
of price on supply What are the components of demand and 
supply l In this connection theorists have distinguished between 
the * long" and the “short’ periods, it is proposed to stick to 
the traditional method of treatment, and analyse the demand 
and supply accordingly 

Analysis of Demand It may be well to analyse the forces of 
demand first, not only because they exert a stronger influence 
on price determination, but also because it ts demand to which 
supply tends to conform in the long run The demand for a 
certain good is the schedule of quantities that the buyers 
would be willing to purchase at possible prices at any period of 
time The demand fora certain commodity is said to have 
increased, when people buy more of that commodity at the 
same price, or they are willing to pay a higher price for the 
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pohst acts in a different manner, for his aim is to earn the best 
profits , he resorts to product differentiation Under conditions 
of imperfect competition, the actual demand may be different 
from the eifiwafetf demard Hence demand is complicated m 
nature and complexion 

Constituent* of Supply The motives of the sellers are not 
the same, as those of the buyers The sellers try to obtain the 
maximum profits, and if that be impossible they would 
tend to minimise their losses In this respect, no distinction 
need be made as between the monopolist and the seller, selling 
under competition, the only difference is that of opportunity, 
which the monopolist gets In this respect may be distinguished 
the different types of supply, which are mainly determined 
with respect to the time element, there is the market supply, or 
tnifanfaneous supply (when sellers must dispose of all the stock) 
The second type ;s the short period supply, when production 
is by means of such plant and equipment as is already n exis- 
tence this supply is not so rigid, it is capable of slight expan- 
sion or contraction And the next type of the supply is the one 
that takes into account the setting up of new plant and equip- 
ment either to replace the present ones or to add to their capa- 
city Another type of supply is the outcome of the conditions 
of progress over a significantly long period In this connection, 
notice must be taken of the seller’s reservation price, which is 
the lowest price, below which he would not like to charge But 
more perishable the commodity, the lower is the reservation 
price he would fix If goods are less perishable, then what 
counts is seller’s estimate of the future, this would fix his re- 
servation price This is of interest to the agriculturist, whose 
reservation price could not be pitched high Another related 
factor is the anticipated length of time, the goods would have 
to be stocked before rheir sale at the estimated reserve price 
And then is taken into account the seller’s need for cash, if his 
need for cash be inelastic, he would lower his reserve price in 
order to cash Ins commodities And the determinant of the re- 
servation pace is the length of time th&t new supplies will 
take to reach the market, the agriculturist would fix his reser- 
vation price accordingly In regard to monopolistic conditions, 
supply undergoes a change product differentiation may act as 
a partial deterrent to both the extremely high and the abysmal- 
ly low reservation prices In tiroes of falling prices, the reser- 
vation price need not depress, while rising prices may not raise 
it high enough And the more perfect the monopoly, the higher 
is the reservation price pitched by a dealer Same could also 
be said of substitutes, for more numerous the substitutes, the 
lower would be the reservation price And there are different 
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reservation prices for different types of stocks, for this in part, 
may be due to the seller’s own demand for the product for his 
own use. And previous costs may influence reservation prices, 
as this would be (more often than not) its lowest limit. Supply 
schedule is ,a schedule of the different quantities supplied 
at certain prices. There is the elasticity of supply, as of de- 
mand", though this is a direct variant of price. 

Value Determination. In the light of the above facts, the 
determination of the value should be clear. Prices are deter- 
mined at the point where supply and demand schedules equate 
each other. Under conditions of perfect competition price 
equates demand and supply. This is self-evident, in view of 
the fact, that there is competition as between sellers to sell 
their goods, and also as between the buyers to buy them. Any 
cut in price would attract customers to the cheaper seller while 
a rise in price brings about a shrinkage of demand. Market 
price represents the position of equilibrium as between demand 
and supply. The marginal buyer and the marginal seller are 
the persons, who act when prices are falling or rising. Competi- 
tion among sellers would force price down, while among 
buyers it would force prices up. The marginal buyers are 
those, who may be induced to buy if the price falls, but would 
withdraw if it rises even a little. Similarly, the marginal 
sellers could be induced to sell only if the price rose a little, 
hut not if it fell*, their reservation price is just equal to the 
market price. In regard to the assumption of the perfect 
market it may be said that it is one, in which buyers and sellers 
are aware of the market conditions, and of demand and supply; 
such a perfection of awareness could not possibly exist. In this 
perfect market there is no product differentiation, nor differen- 
tial prices. It is only the primary products that may exhibit a 
close approximation to this type of a market, for the produce is 
highly destructible. In actual practice, there would be few 
markets that may be “perfect”; there would be sales either 
above or below the true price. Still a bulk of deals would be 
struck at a close nearness to the market price. In the long 
period, it is the conditions of supply which determine price. 
Under conditions of pure competition, price would respond to 
the demand factor, because of its relative inelasticity. Under 
competition, this price would rule, while in monopoly, product 
differentiation may persist and determination of price is on 
different basis. The elasticity of demand for these products is 
less than what it is under competition*, also there is the effect of 
the price policy on sales,, and then the long-term effects have to 
be evaluated, while the prices of the differential products tend 
to be static. 
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Price Fixing This section pays closer and more detailed 
attention to the conditions of demand and supply as they 
concern price fixing It is to be understood that the equilibrium 
may be short run or long run In the former, price is fixed 
more according to the strength of demand Durable and perish' 
able products are distinct, in the case of the former, tne price 
would equal marginal utility (the determinant of demand), 
while for the 4 durables”, it co\ers costs In the long period 
(partial) equilibrium, conditions of demand tend to colour 
prices more strongly in this case may be distmgi ished eproduc 
lble and rare commodities, for the former it is costs which 
would approximate to prices while for the litter it is the 
influence of demand that compels buyers to pay fancy price 
Under monopolistic conditions the combination which yields 
the highest profit determines the price the marginal revenue is 
just equal to price Under conditions of imperfect competition, 
prices mav differ from one firm to another, and products may 
also be differentiated In this type of a market there are various 
points of equilibriums and there are multiple prices 

Supply Den and and Prices The relation between prices, 
demand and supply, has to underlined, for the fact is that the 
three are interlinked intimately With the demand for any 
product being in excess o * its supply, the price would tend to 
rise, and with the supply being in excess of demand, the price 
would tend to be depressed This relationship emphasizes the 
fact that price is the resultant of relative scarcities The second 
relationship is between the variations of demand and supply in 
their impact on prices the facts stated are that the extension 
of demand, as also its rise, without a corresponding rise or 
extension in supplies would raise price, while a rise or exten- 
sion in supply without a change in demand would depress 
prices This twin fact means that the factors and the forces of 
demand and supply influence price changes If supply in- 
creases more than demand does, that would normally mean a 
depression in prices unless goods are conserved and stored at a 
low cost Similarly, an increase of demand, more than that of 
supply may raise price, unless the consumers have very high 
elasticity of demand resort to other substitutes, or postpone 
their demand The third fact is more important still, it enunci- 
ates that a rise in the price of a product tends to encourage its 
suppher but tends to discourage consumer Jx> tJbis respect it 
would be correct to point out that this does not apply to 
prestige price, in the case of certain commodities, which have a 
prestige price demand falls off with lowering price which 
would no longer serve the purpose of distinctiveness Nor does 
it apply to abnormal conditions of demand and supply, in the 
event of rising prices, it may be that consumers rush their 
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purchases lest prices rise still further; while in the case of 
. a hng prices, the anticipation is that the prices may be reduced 
further, and it may pay to withhold purchases. For a more 
detailed examination of all these points, it would repay to con- 
sider the fourfold relations between prices and supply; and de- 
mand and prices. 

Pricing and Supplies • The law of supply states that supplies 
vary directly with prices; the higher the price the more would be 
supplies be stimulated. In agriculture, supplies tend to be rather 
inelastic, and the adjustments may not be possible when the 
prices are on the decline. Consequently, the level of agricultural 
output remains rather stable in spite of price fluctuations. The 
supply of the agricultural produce is not insensitive to the price 
changes. Changes in relative prices in agriculture, would ref- 
lect in supplies and output in the number of producers, and in 
acreages and operations. This is true of the number of individual 
peasants, the farmar may only change the mode of operation, 
may choose to become a live-stock breeder instead of remaining 
a cultivator, but here, too, the change is rather difficult to effect. 
The fact stands that there is a greater mobility of factors as 
within agriculture, rather than between agriculture and other 
industries. It may be conceded that the organisation of agri- 
culture may possibly be upset, with a switch-over from one type 
of productive activity to another. Hence shifts in prices need 
not bring about shifts in agriculture, for the simple reason that 
difficulties may arise in respect of equipment or labour, etc- And 
then there is the time element, which is to be taken into ac- 
count when switching over from one type of production to an- 
other- Most of the changes in agriculture could be effected in 
the long run only, and this is a deterrent to the changes 
being made. And then the time lag in agriculture may also 
be considerably long for the nature of responsiveness of agricul- 
tural produce to price variations is different from that of the 
industrial goods. The response to changes in the prices of 
crops is greater than in the case of livestock, which takes longer 
to reach the productive stage. Similarly, switch-over from till- 
age to pasture may be more prolonged, than the one in the re- 
verse direction. In certain agricultural produces, the farmer’s 
responsiveness also overshoots the mark with the result that 
supplies are in excess of the market demand. Thus miscalcula- 
tions and losses may often accompany adjustments made by pea- 
sants to changes in prices. And it is also possible that the re- 
sult of price changes may not be to the peasant’s advantage. In 
the first instance, there is lack of price-sensitivity on the part of 
the family-farmers, who treat farming more as a mode of living, 
rather than a profession or an economic undertaking. There is 
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gciural conservation and habitual inertia Also there is over* 
emphasis on the reliance on traditional and time-tested methods 
of production, and an appreciation for continuity In the second 
place, the decision to change productivity of any line of opera- 
tional undertaking may involve a reconsideration of the cost- 
structure, the complementary and the supplementary character 
of the production on the farms The peasant Ins to assess finan- 
cial aspect as a whole, and not the impact of one change In 
economic terms, it is the opportunity costs , that play nn impor- 
tant part in farm production, than they do anywhere else The 
farmer responds only to present prices, seldom to price trends, 
tins also brings about a time lag Trice changes could influence 
the prospective produce, and not the present market stocks The 
marginal pr< duccrs tend to gravitate to marginal farms, which 
go out of pri duction, but not so soon In so far as supply is 
ha\ 11 j n influence on price it rray be pointed out that the 
changes depend on the composition of the costs, which rnay or 
may not be capable of responding to prices Hence, peasants 
would have to do a lot of estimating, but many items could not 
be assessed correctly, there is the difficulty of estimating the 
costs of the joint-products The biological character of agri- 
cultural production is another handicap m this readjustment 

Prices and Demon l In this connection, attention need be 
drawn to the influence of price on demand and the elasticity 
of demand, for agricultural products Tlasticity and inelasticity 
arc measurable The demand for agricultural products, taken 
ns a whole, is generally regarded ns inelastic , this means that 
variations in the prices do not much influence demand This 
is only n generalisation, which has to be amplified m detail 
The assumption is that agricultural production is confined 
mainly so cereals, raw materials and the necessities of life 
The demand for the “necessaries” of life is more or less inelas- 
tic In the case of a rise in the prices of the necessaries of 
life, an economy would be effected in the demand for luxuries 
and comforts The demand for food is inelastic But food is 
not sold in the market ns a single standard commodity there 
are many types of it and the range is fairly wide, with the 
result, that there n av be necessary and cheap foods and also 
luxurious and costly foods And then to generalise on the 
basis of food products, alone, would be nuslcuhng, for there is 
the productum of non-food products too in iRricuitnrc Hence 
the demand for agricultural products has to be analysed rather 
■minutely Regarding the presence of substitutes, agricultural 
products lnse a wide variety of substitutability , the consumer 
could demand one agricultural commodity instead of another 
Choices ns between the different types of staples could be 
effected by consumers , and if the price of one article in a 
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group of the same type of articles rises, the consumer may 
resort to the production of the other one. Substitution takes 
place, especially when food habits are not rigid it is only the 
total demand that may not register a perceptible change. And 
then have to be considered the number of uses to which these 
products could be put. The demand for them would tend to be 
elastic, for the simple reason that the range of usability is 
wide. Agricultural produce has composite demand. An inelas- 
tic demand for certain agricultural product in one use may be 
offset by the elasticity of demand on the part of the other 
users of the same commodity, say manufacturers. In the case of 
monopoly, multiple uses of products are exploited to the fullest. 
The demand for farm products is derived from the demand for 
the manufactured and processed goods for which the raw mate- 
rial is the agricultural produce. The elasticity of demand is 
influenced by elasticity of demand for the finished products. 
Hence the inelasticity of demand is also lessened consider- 
ably. A word more may have to be said about the relation of 
elasticity of demand in reference to the extremes of prices ”, 
in the case of relatively moderate prices, the demand is gene- 
rally elastic. Thus the elasticity of demand is a function of 
the price-structure, and of differential prices. And this could 
only be formulated on the basis of price differentials- In the 
last instance, the behaviour of demand depends on the incomes 
of consumers, and limited by them. 

The Pricing Piocers. It is to be clearly understood that 
demand has greater impact in the short run, while supply, 
greater influence in the long run. In the first place, the con- 
sumption of food is influenced by the age, the occupational 
composition and the income composition of the population- 
A larger number of children would mean a greater demand for 
baby-foods, while a large number of manual labourers, more 
intense demand for cereal foods. More people belonging to 
the low-income group, intensifies the demand for low-priced 
foods- The income factor, which was analysed at length by 
Engel, has been summed up in a Law named after.that investi- 
gator. The more expensive foods begin to dominate the diet 
as income rises : the shift is from the staples and cereals to the 
consumption of fruits and fashionable foods. Also, the propor- 
tion spent on luxuries inclines with rising incomes. Qualitative 
consumption takes the place of quantitative consumption,, as 
incomes rise and its distribution favours the poorer sections 
of the society. This means that the shift in demand is. real as a 
consequence of income changes. The next consideration is that 
of the number of consumers, and the character of consumption 
with reference to agriculturul commodities. The total deman 
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for the agricultural products would \ ary m number , at least 
roughly so The habits of consumption also influence demand 
for agricultural and food products , rigid food and consumption 
habits, depending on the local social customs, make for tnelas 
tic demand of the agricultural produce With the prevalence- 
of Canteens and mass-feeding, the shift in demand for food is 
recognisable In regard to food, the demand may be taken ns 
fairly well distributed over the whole year, while the conditions 
of supply fluctuate seasonally Experimentation also produces 
some shifts and change in demand for agricultural products 
And significant is the substitution of s>nthetic foods for natural 
ones New uses for agricultural produce are being discovered. 
Consumption steering is also an important factor the con- 
sumption of certain products has been directed into the required 
su sidised directions Regarding the influence of supply on 
prices, the price cost structure has to be modified considerably 
in view of the fact that the number of producers is large Thu 
question is studied in the next section Suffice it to point out 
verc that the costs of production of the marginal producer are 
r jf« C0StS h ^ ve an influence on the pricing process, for the 
• on is that the marginal producer is indispensable for com- 
pietmg supplies required to meet total demand But erratic 
pphes Csocommon in agriculture) result in erratic costs and 
I,® pnees The seasonal and fluctuating character of agri- 
cnlfc P r °duce is responsible for making this analysis diffi- 
it Still, pricing is tinder the influence of demand, which is 
e dominating one for perishable products 

Prices and Costs This section traces the connection bet- 
ween prices and costs In the first instance, prices are costs in 
that past prices become future costs, as also that prices act ns 
costs for certain other materials The nature of the relation 
between prices and costs depends on the types of costs in 
agriculture, a description of the agricultural costs is given- 
The cost-price relation, the most important problem in Econo- 
mics of Valuation, would be looked into in the following para* 
graph The elasticities of costs, with special reference to agricul 
ture, are analysed in the next paragraph The dynamic aspect 
would also be examined thereafter It mav be pointed out that 
the price cost relations are important to the determination of 
prices, and in agriculture, where the costs often lag behind 
prices, the price-cost relation is of supreme importance, it is 
also in the light of prices that the costs may be formed, but it is 
on the basis of costs that prices are fixed, both in the competi 
tive and the controlled markets, It is, therefore, that the 
price-cost relationship ha9 to be correctly delineated All 
entrepreneurs want to secure the least cost ct mbmations 
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Prices as Costs. Pricing is itself derived from the costs of 
production and in this respect too, the study of costs repays 
amply. In fact, the prices of one set of commodities may 
be the costs for anothec type of commodities. In agri- 
cultural production, particularly, it is the prices of hired 
labour, manures, feed, cattle, and seed that are the costs of 
production, which, in turn, are an important determinant of 
prices ; for if the peasant does not even recover the costs of 
production, he would be very much discouraged and may not 
undertake the productive operation in the same enthusiastic 
manner as otherwise he would. i In another way, too, the 
prices become costs ; the present prices form an important part 
of the costs of living, and most of the farming being subsis- 
tence farming, the influence of prices on the subsistence stand- 
ards is significant. Hence costs are old prices, i. e., those 
prices, which have already been formed, and are now in opera- 
tion. This continuity of prices and costs persists. It may be 
pertinent to point out that costs are closely related to prices, 
and even the outcome of the same. Prices are costs of produc- 
tion in that they are the determinants of the costs of living and 
are also the future costs of individual goods. If the price of 
ready corn rises, the costs of the feed would also follow, with 
the result that it would heighten costs of production. This high 
price of corn may raise the costs of living, the costs of feed, the 
prices (wages) the labourers would demand in the light of 
higher costs of living, and also some other costs of farming.. 
This is how prices get converted into prices, and this is how 
prices also become costs themselves. 

Types of Costs. In this connection may be categorised 
various types of costs that have an influence on the formation 
of prices. In the first instance, there are two types of costs ; 
real and nominal. The former relate to sacrifices and the 
efforts undergone in the process of production, while the latter 
are those which could be expressed in terms of money. The 
real costs of production do not matter at this stage of analysis, 
the theory of price on the basis of nominal costs (which admit 
of measurement) is developed. In this context, only the nominal! 
costs are taken. Another type could be described as ‘‘opportu- 
nity costs”, which induce the units of a particular commodity 
to be employed in a certain task of production rather than to 
any other. These costs do afford a comparative view of the 
cost-structure ; for these are the costs which prefer one employ 
ment to another. Next, are the fixed and the variable costs, 
which also play an important part in pricing. The fixed costs 
of production remain relatively constant as a total over a con- 
siderable range of productive activity. These are the costs of 
land, rent, interest on mortgage debts, depreciation of machi- 
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nery, and the cost of the plant , these costs are also styled as 
overhead costs It is not possible to cover them in the short 
period Then there are the variable or prime costs, which vary 
with output the variation is direct to total output ‘ the larger 
the output, the greater is their height Next come the marginal 
and the average costs The marginal costs are those which are 
the result of expanding the output, they are the costs incidental 
to additional output marginal costs remain constant under the 
law of constant costs (returns) they tend to rise when the law 
of increasing costs (diminishing returns) operates, and decline 
when the law of the diminishing costs (increasing returns) ope 
rates To a different category belong average costs This type 
is important because m the short period, the average variable 
cost is covered by the entrepreneur And then are selling costs 
or the costs incurred in the process of selling, including the 
costs of publicity, marketing, and advertisement Costs may be 
elastic or inelastic, they are elastic if they vary with prices and 
the changes therein , they are inelastic if and when they do not 
follow price trends nor change with them It is with elastic 
costs, that the output is adjustable according to changes in pro 
duction, while they would be inelastic ones, if they do not 
change In the long period, all costs are more or less elastic 
for all costs do register a change wtth price changes There 
may be adjustable costs, which could be adjusted to price struc- 
ture, the adjustable costs are also elastic ones, while the inelas 
tic ones are unadjustable. 

Cost Price Relations The cost price relations are the most 
important in the theory of value In this respect, the short 
period price covers only the costs, the variable costs of produc 
tion Unit price covers only the average variable costs of 
production, for it is not possible that the total costs be covered 
by the producer in the short period In the long run, the aim 
of the producer is to cover both the costs of production the 
prime (variable) and the fixed (supplementary) costs of produc 
tion But this generalisation has to be modified in the agricul 
tural sector where conditions are not a little different from 
those which obtain in the industrial sector Agricultural pro 
duction is distinct from the point of view of the ratio between 
the prime and the overhead costs In the agricultural sector, 
the Prime costs have a low ratio to the overhead costs It is 
the previous costs that are important and must be paid in the 
present if the farmer has to make Jus occupation remunerative 
It is not possible that the overhead costs be modified by a 
peasant, for even if he suspends production, overhead cost 
would still continue to be a charge on his enterprise Hencs 
it is that the overhead costs form an important part of the totae 
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farming costs. In fact, the division between the prime and 
the overhead costs is a matter of time, for in the very short 
period could one dispense with selling costs (which in this 
case form prime costs) by resorting to direct selling. Other costs 
would have already been incurred, and paid out : the peasant is 
only a residual claimant. Other prime costs, the wages of hired 
labour, the feed for cattle, fertilisers and fuel for power-driven 
machinery, and such other costs which have to be incurred in 
production or in operation, could be reduced if the output is 
curtailed. In the intermediate period, there are some such costs, 
which, though independent of output, could be slowly curtailed, 
and treated as prime costs. These costs are incurred in the 
purchase of stock, labour and feeding stuff, and machinery. 
But then must be noticed overhead costs, for buying land, 
draining and fencing it and constructing farm buildings. In 
agricultural earnings should be distinguished the wages of the 
peasant (which have to be treated as overhead cost) and the- 
income of the peasants family which could be treated as prime 
(adjustable) costs. It is possible that in the off season the 
members of the peasant’s family arc dispensable*, at least the 
amount of the labour they put in could be lessened. One more 
item needs to be considered. If the farm is not kept in cultiva- 
tion it would grow weeds, and this would mean incurring extra 
costs of clearing the land : the importance that he attaches to 
this would depend on his expectations of future prices. These 
costs, he would treat as a deduction from the prime costs. 
Agriculture is different from industry, for the machine deterio- 
rates more when it is worked, while land requires reclamation 
when it is left uncultivated. It may be pointed out that these 
costs differ from place to place; but generally speaking, the 
larger the undertaking the greater is the amount of specialisa- 
tion that comes about, and the more important are the prime 
costs. But farming is a small-scale undertaking and the farm,, 
a unit which employs all sorts of productive processes and 
combines all the stages of production. In this state of affairs, 
(the small unit of agricultural production), the prime costs are 
rather insignificant. Prime costs get more important, when the 
.costs of fertilisers, feeding stuff, hired labour, are high, as they 
are in large-scale and mechanised farming. In the backward 
countries, the overhead charges arc rather significant while 
advanced economies with their mechanised systems of agricul- 
ture have higher prime costs. Quantitatively, the relative 
importance of the prime and the overhead costs, could be asses- 
sed : they do not constitute even half the total costs- The 
proportions as between the prime and the supplementary costs, 
affect output in a dual manner*, in the first instance they alter 
the number of the farmers who wish to move out as price falls; 
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and secondly, they also determine changes in the amount pro- 
duced by the peasants If price falls, the marginal peasants 
-would like to move out of business, but it is difficult to effect 
changes, for his equipment is of little use outside the pale of 
agriculture And the farmer and his family, who have had 
.a training only in the agricultural chores, may not fit in any- 
•where else Hence, alternative opportunities for the peasant 
are few And the peasant would be prepared to work even for 
a small return But when agricultural prices rise higher rela- 
tively to other prices, difficulties to increase output are also felt 
It is not easy for the peasants to raise the necessary finances or 
get more land for this purpose Thus for both types of price 
changes, the number of peasants and also the quantity of out 
put is slowly adaptable to price variations Again, the over- 
head costs, too, are irrelevant to the decisions of the peasant, 
the peasant is only concerned with the relationship between 
receipts and prime costs, so as to cover the running costs It 
is possible that the entrepreneur farmer would use his farming 
less intensively, when prices fall, but it is improbable that he 
could do anything else Theoretically speaking, prime costs 
represent a small proportion of total costs, and the saving by 
reduction of output is small this small gain is not tempting 
enough to induce him to curtail costs, and contract his produc 
tivc capacity Similarly, when price rises, the trend to expand 
output, and the gain out of a large price-cost margin may be 
neutralised by the operation of the law of diminishing returns 
and increasing costs Hence there is inelasticity of production m 
farming because of the price-cost relations 

£IaUicittes of Price: and Cotts 'Regarding the elasticities of 
costs and prices, it may be pointed out that agricultural costs 
are inelastic, while the prices rather elastic In fact, it is not 
possible that a correct assessment of the costs of production be 
made in the matter of agricultural production At least four 
costs of production have to be taken into account, estimate of 
the overheads, the costs of the family labour, the supplementary 
relationships in agricultural production, and lastly the value of 
farm products that may be used for purposes undefined In the 
light of these considerations, it is difficult to compute separate- 
ly, the costs of farming And the costs of joint products are also 
not possible of correct assessment most farm products are grown 
while others are raised and it is difficult to ascertain separately, 
the value and the cost of these Since it is not possible to com- 
pute the costs of different products, it is still more difficult to 
find out the elasticities of costs Only a vague statement that 
the costs are rather inelastic and that prices are more elastic, is 
possible The peasant’s share in output is of consequence, for 
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if his output falls, so does his share', this is a serious and grave 
matter, at least for.him.- Under intensive cultivation, changes 
in the quantity of output are wholly brought about by the pea- 
sant and his family- They are guided by considerations of a 
marginal unit compensating for marginal effort in producing 
■that marginal unit. A reduction in the prices of commodities 
that the peasant sells, reduce marginal incomes earned by him, 
hut it is not unlikely that this induces him to work less, though 
it reduces the income of the society. This means curtailing 
family consumption it is, therefore, certain that peasants 
would be prepared to work harder than before to earn the same 
amount of income. The incentive to work harder arises from 
•smaller marginal income, since only thus could he augment his 
income, and raise it to the same level. Hence, for a family farm 
the greater likelihood is that with a fall in prices, there would 
be more work put in by them, than before- Similarly, if prices 
rise, the family farmer may work less, since they could obtain 
the same income by putting in lesser effort. But if a fall in the 
price reduces costs, output expands. In most cases it would be 
reasonable to assume, that a change in prices of agricultural 
products influences the farmer’s willingness to work for a given 
marginal income more than it would alter prime costs. This 
point is raised in the next paragraph, which deals with the 
dynamism of price costs changes- It may be pertinent to point 
out here that the prime costs in farming sector', the elasticity 
of the agricultural costs of the production would be low: farm- 
ing costs, on this basis alone, would be less elastic and more 
inelastic. The system of family and subsistence farming, too, 
is responsible for making these costs rather inelastic. Regard- 
ing prices, it may be said that in the light of a growing elasti- 
city of demand for agricultural produce, price is now more 
variable and elastic than before. Hence, the anomaly arises, 
that while the prices are elastic, the costs are not; they have a 
■strange elastic-inelastic relationship. This means that when 
prices fall, profit margin seriously shrinks, and when prices rise 
(as was pointed out in a paragraph above the profit margin 
Xwhich theoretically should have been larger) is not widened; 
because of the fact that the law of diminishing returns or in- 
creasing costs is operative; thus narrowing this gap, and some- 
times completely wiping it out- The elasticities of demand 
and supply reflect on prices and costs'- this is the main consider- 
ation to be taken into account, Elasticities of prices and costs 
influence farm output, in that the infelasticity of costs, makes 
it difficult for the peasant to vary his output. When prices dec- 
line, the peasant (who is a residual claimant) does have to 
work harder in order to make the same income, with the result 
that the greater supply still further depresses price, thus again 
reducing the profit margin for him- 
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The Dynamism of the Price Cost Changes It may be interest* 
ing to study how prices, in dynamic conditions* affect the in- 
comes of the peasants Having underlined, above, the impact 
price changes on rural inosme, it may be instructive to know 
what effect cost changes have on the general set-up in agricul- 
ture Price changes may be twofold, those within agriculture, 
and those outside its pale The peasant’s willingness to work 
for a given marginal income rather than for price cost differen- 
tials is to be taken into account If a fall in price is due 
to a shift in demand for agricultural goods that for indus- 
trial goods and if the prime factors used in agriculture 
are not of a specialised nature, then prime costs would be 
altered appreciably, for factors released from agriculture would 
find ready employment in industries The fact is that labour and 
some equipment, as used in agriculture, is more or less specialis- 
ed, hence total absorption m the industrial sector may not be 
possible A fall in the demand for prime factors would, there- 
fore, bring about a decline in their price, and this decline 
persists even after their absorption in the industrial sector, as 
this employment is only partial The extent of this decline 
depends on the range of deployment in industries It may be 
then said, that in the case of fertilisers, the decline may be very 
marked and may also persist for long If, however, the fall in 
prices is not confined to agriculture but extends to the general 
economy, it may be difficult for the productive factors to find 
employment elsewhere In fact, costs seldom fall as fast as 
agricultural prices, mainly because of the stickinesss of wages 
Though industrial labourers may prevent a reduction in wages, 
that may not hold good in agriculture Wages are more 
immobile in industry than they are m agriculture This also 
makes for a slow decline of agricultural production Again, a 
fall 1V1 industrial prices tends to diminish output even in the 
short period, but it is by no means universally true of agricul 
ture Prime costs of hired factors form a verv much smaller 
part of total costs in agriculture, and while these costs are 
usually reduced more in times of depression (in agriculture 
rather than in industry) they do not rise higher than they do in 
industry Hence price movements in industry are more frequent 
than m agriculture Farm output is largely dependent on 
the amount of work done bv the peasant and his family, and 
this work input would be increased rather than decreased, a* 
prices fall In the short run, however, output is comparative- 
ly little affected by price and cost changes. In the long run, 
however, the impact of price changes may be potent enough to 
bring about some shifts in supply but this is dependent on 
the adaptability of the system to respond to changes in the 
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long run. It is a function of pricc-co^t relationships as also 
of the nature and the character of the farming system, its elas- 
ticity, and its complexion- The proportion that prime costs 
have to total costs is of a paramount and pronounced import- 
ance in deciding upon changes. 

Pricing and Markets- This section draws the reader’s atten- 
tion to the relationship as between pricing and markets. For 
under assumptions of free competition, it is the markets, their 
nature and character, that determine pricing and its range. 
The intricacies of prices, cojnpetition, its phases and types, are 
examined here. How arc prices determined in free and control- 
led markets ? And finally, the market price? Price variations 
and interactions, as between the different segments in the agri- 
cultural sector, would be studied. The instruments of price sup- 
ports and price policies have also to be taken note of in this 
section. What are the various state controls and regulations ? 
And in the light of this, are made some conclusions regarding 
"efficient” pricing. This section deals with the problem with a 
view to providing a link as between the foregoing section and 
the next one on price policies and an adequate description about 
the role that the markets play in pricing process and price 
policies. 

Competition, Types and Varieties- It would be instructive to 
detail the various complicating types and varieties of competi- 
tion. The assumption of free and unfettered competition does 
not hold good in agriculture in particular and in the economy 
in general. In the first instance, there is pure competition, under 
which buyers arc completely indifferent as to sellers from which 
they buy, for same prices obtain for alb lower prices only could 
induce the buyers to buy from one in preference to another. 
And the amount that each seller has to offer is only 
small fraction of the total supply, and a particular buyer is un- 
able to influence the total supply or the total price. Pure com- 
petition refers to the qualitative aspect of competition. It re- 
fers to competition with standardised products, and the assump- 
tion is that, the products sold, are of the same quality. Perfect 
competition is that situation when perfect knowledge by both 
buyers and sellers, and the perfect freedom of movement of the 
commodity and of the dealers (buyers and sellers) obtain. In 
this situation, the assumption of the perfect elasticity of supply 
and demand of the factors of production holds. And next is 
monopolistic competition, with differential products, this is the 
most usual type that prevails in agriculture. Here the seller 
determines the supply. While in perfect competition there are 
hot any substitutes for products, in monopolistic conditions even 
if- there be substitutes, for these substitutes are only poof ones. 

40 
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Pricing is done mainly by seller, and not only by the forces of 
demand Thus four different situations might prevail, perfect 
but monopolistic competition, which is characterised by pro 
duct differentiation The second type is one which could be 
described as pure but imperfect, in this situation, the stan- 
dardised product is sold in an imperfect market (less than per- 
fectly elastic supply of factors or units of production, due to 
the lmpefections of transport and mobility systems) The third 
type of competition is monopolistic but imperfect in this situa- 
tion, product differentiation exists with the imperfections of 
the supply of the factors of production, marked by price diffe- 
rentiations And, last js pure and perfect competition In the 
agricultural sector, it is the imperfect competition that pre- 
vails. and it would be instructive to distinguish as between 
monopoly and imperfect competition, for it is these situations 
that usually prevail in agriculture 

Monopolistic and Imperfect Competition In this regard may be 
detailed reasons for the prevalence of monopolistic and imper- 
fect competition in the agricultural sector Product standardi- 
sation is not possible here Due to the lack of knowledge on the 
part of agriculturists, the inelasticity of the conditions of supply, 
it is imperfect and/or monopolistic competition that prevails is 
agriculture Under monopolistic competition, the seller prefers 
to sell to one buyer rather than another, even though the prices 
offered by them all may be the same It is non-price competi 
tion, but on the buying side of the market It is possible that 
the preference for one buyer to another may be due to the fact 
that the credit ratings of the former may be better than that of 
another or that he may be a steadier customer than the other 
one, or a bulk purchaser In short, the buyer, who is preferred, 
is having some goodwill on the buying side, which the other 
buyers may not have It is under conditions of monopolistic 
competition that the favoured buyers would get the article to 
the exclusion of the others The favoured customers may also 
be in an advantage in respect of purchases In this regard, 
there may be the secret rebate system, which may contribute to 
the strengthening of monopolistic competition Imperfect com- 
petition may be said to exist when market conditions are of an 
imperfect nature , the purchaser lacks objective standards by 
which to be able to Judge the quality of goods, or the condi- 
tions of the purchase , and choice as between the different sell- 
ers may be influenced by considerations other than those of 
price and quality Imperfection i of knowledge may be another 
factor making for imperfect caropetition Imperfect competition 
may be said to exist, when the sellers or buyers are not many 
-or when the costs of transporting are high prices charged in 
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the market are multiple. Marginal revenue is less than the 
price. 

Free and Controlled Markets. To distinguish between free 
and controlled markets, the above facts about competition must 
be borne in mind. A correct understanding of “free” market 
explains the functioning of controlled markets. And then there 
is the regulated market. The free markets have unrestrained 
activity and do not suffer from any control or regulation. In a 
free market, buyers and the sellers are free to act, they have no 
controls imposed on them. There is the freedom of action, 
and every buyer, being equipped with facts about the conditions 
of supply and demand, would act in his self-ipterest. Obvious- 
ly, a perfect market has never existed, but a free market may. 
Not only is there freedom of competition, but also of market 
operation. In a free market, it is impossible that speculation 
may persist unhindered. But not so in a controlled market. In 
a free market there may be no regulation about deals ; the only 
regulating factor being that of pure and perfect competition, 
which seldom prevails in actual practice. In agriculture, often, 
free and unrestricted markets exist, with the result that the 
producer is at a loss. In a regulated market, there is regulation 
about the conditions of purchase, sale and stock. The weights 
and measures may also be standardised and the market practi- 
ces, regulated, either by the state or by merchants themselves 
in the interests of -widening the market and also keeping up 
their reputation for integrity and clean dealings. Controlled 
markets are those which have a certain amount of control im- 
posed on them by the state, with the result that certain dealings 
may be excluded quite and certain transactions also ruled out. 
These markets are under the supervision of the state and the 
officials may inspect them off and on, to see that the controls 
are effective. The controls may have been imposed in the in- 
terests of the general economy or for stability of price or on 
some moral grounds, as for instance, in regard to opium trad- 
ing. The fact stands that the controlled market is not so wide 
as the uncontrolled and free ones, which some have described 
as approximating to conditions of chaos. Regulated markets 
may only exclude undesirable practices from the pale of market- 
ing, but they would not put down any restrictions on market 
functions. 

The Market Price. In this connection, it may be pertinent 
to analyse market price in various markets defined above. In 
the free and perfect markets, the price is determined by the ope- 
ration of the forces of competition. In the case of pure and 
perfect competition, price may approximate to marginal utility, 
(in the short period), while it would approximate to the cost of 
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production in the long-period This is the general trend of 
prices Under monopolistic conditions, price settles where 
marginal revenue is just covered by price, or putting the same 
thing in other words, the price is determined at that point 
where the profits to the monopolist are the maximum Under 
the conditions of imperfect competition, there are several equi 
libna, which are mostly of a local and a temporary character 
hence there are many prices, or multiple price levels In this 
respect, may be noticed the fact that the market price is usually 
taken as the price that prevails in the short run and not the 
price that may persist in the long , hence it would be idle to 
speak of the long run price, for that is not the price that is 
under reference The market price, under perfect competition, 
approximates to marginal utility But one need distinguish as 
between the perishable and the durable commodities, for in the 
case of the former, the cost of production does not influence 
the price, but m the latter, price is not likely to fall below the 
cost of production, as the dealer can stock goods without loss 
in value and without any extra cost In the case of all comrao 
dities, it may be well to remember that it is not possible to re- 
cover total costs, but only a part of the costs of production , 
even for durable articles, the producer would try to recover at 
least variable costs This means that price per unit must cover 
average variable costs But under competition, no dealer could 
charge a price higher than prevailing competitive price, settled 
at level of average variable costs 

Variations and Interactions In more realistic terms, it may 
be appreciated that many are the variations from this above 
mentioned theoretical view-point, because perfect market, as 
visualised above, docs not exist, nor does a perfectly regulated 
one When demand changes, the market price (which is the 
price that matters for perishable commodities in agriculture) 
is apt to rise, for the marginal (social anticipated) utility also 
rises, and when the demand shrinks or falls, the price may also 
go down for the same reason As regards variations m sup 
plies, it may be well to think of its shrinkage , when this hap- 
pens price may not fall, it may actually rise, being unable to 
meet the requirements of consumers, with the result that com- 
petition as between them may intensify, more than it does 
among suppliers In the case of an expansion or a rise of 
supply, this position would be reversed, and the price depres 
sed, for the keenness of the sellers would be more intense than { 
competition among consumers But if both demand and supply 
change the relative changes should be compared if supply 
changes more than demand does, price would be influenced by 
the forces of supply , but if demand changes more than 
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supply does, the forces of demand would dictate price varia- 
tions. It has to be recognised that the elasticity of demand 
and supply also enter in. If demand is inelastic, price may 
also be rigid but if it is elastic, the price is flexible. When 
Supply is inelastic, price is depresssed, because competition 
between sellers may force their hands ; if supply is also elastic, 
the sellers can shrink their stocks and not let the price fall} 
Still another factor relates to the laws of production, if the 
commodity is produced under the law of increasing costs, the 
price (which is to cover costs) may have to register a rise, while 
under constant returns costs. Prices (on this account alone) 
need not be affected, and if it is law of the decreasing costs, 
or increasing returns, price tend to fall. 

Supports and Instruments. Attention may now be drawn 
to price policies. Support prices may be described here, they 
are announced by the government to support a price 
(usually of agricultural goods), and these prices may be effec- 
tive in raising the price level, because these are the prices at 
which the state may be prepared to buy the produce, This is 
an instrument which the state may employ for the purpose of 
price stabilisation, and this instrument (as is brought out in 
the next section on price policies) is effective in bringing about 
some stabilisation in farm prices and incomes. Another ins- 
trument, that of forward prices, also brings stability in agricul- 
tural prices. These prices may be announced in advance of 
the harvesting season, with the result that it is in the context 
of these prices, that the peasant calculates. The future prices 
would rule out inaccurate price expectations. The section, below, 
bring out the relationship as between the two instruments. 
Still another instrument is that of guarantees and compensations 
from the state, to bridge the gap between the support price 
and the actual market price. It is incorrect to regard these 
as perfect, for much depends on the efficiency of a price 
administration. And the variety is that of planned prices, which 
are the outcome of planning by the proper authorities, plan- 
ning would be successful only if planned prices approximate to 
actual ones. Next flexible prices are not rigid, but adjustable to 
theconditions of demand and supply ; of course flexible prices 
depend on the flexibility of the conditions of demand and 
supply : if the conditions of demand and supply are flexible, 
resultant price may be flexible, otherwise not. Multiple prices 
are the outcome of the conditions of imperfect competition, 
while competitive prices are usually the same for the satne pro* 
duct. Controlled prices are fixed by the state, and to these all 
prices have to conform. Prices when controlled, would be 
effective only when .rationing is introduced, otherwise black 
markets rise. 
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Controls and Regulations Controls and regulations may 
be imposed in order to protest certain weaker interests 
In the first instance, there may be controls, of both the ceiling 
and the floor prices The ceiling prices the dealer has not to 
cross , this control is imposed in the interests of the consumers 
in the times of shortage And there is the control of door 
prices prices may not fall below a certain level, this type of a 
control is imposed in the interests of the producer so that he may 
not be victim of unduly severe competition but is assured at least 
of a minimum price, which is considered to be remunerative 
Then there is the control of market transactions in order 
to eliminate dealing in unwanted articles or undesirable 
commodities A control may also be imposed for the sake of 
stricter regulation, which otherwise, may be ineffective But 
this is not all, for controls may also extend to the realm of 
both supply and distribution of the product under question 
But this is considered to be an extreme step and usually, the 
state does not take such measures It contents itself with 
regulations, for the fact is that the control of agricultural 
markets is combersome in view of their dispersal, and such 
widespread control may mean a lot more of administrative 
effort Hence, the regulation of markets is a usual practice 
adopted by the state, anxious to preserve and protect agncul 
tural interests Market regulation is designed in the interests 
of the sellers of food in the agricultural arena, the producer is 
often ignorant Market control if effective, would be to the 
best interest of both consumers and producers but injurious 
and defective if leaky and will result in the establishment of 
black markets, and high prices, out of all proportion to the 
controlled prices Regulated markets may be established for 
the propose of protecting dealers and producers, but without 
eliminating competition which may intensify, as a result 

Efficient Pricing In the light of the above, it is instruc- 
tive to know the essentials of efficient pricing Free markets 
are decidedly the best, and conducive to efficient pricing if not 
dominated by sectional interests But if dominated over by 
dealers, pricing would be inefficient The essential of good 
pricing is one price, for the same commodity, the same standard 
and the same grade It involves the constancy of supply and 
demand as also their regularity* which, in turn implies that 
the means of transport and communication are efficient Also 
that no bottlenecks are there Storage facilities must be effi- 
cient for efficient pricing so that supplies are fairly well spread 
over Added to these prerequisites is that of the elimination of 
price fluctuations whicn are detrimental to the stability of 
trading, stock may be held up and not released to the market, 
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resulting in further fluctuations. And prices should also be 
remunerative to producers', if they are not, dealers and pro- 
ducers would be deterred in their efforts to market the produce, 
consequently production of that particular commodity may 
decline prospectively. “Efficient pricing” means that the prices 
are not prohibitive, at least in the case of those commodities, 
which form the daily consumption schedules of the consumers. 
For if the prices are prohibitive, consumers would refrain from 
buying that commodity, with the consequential lowering of 
their living standards. But efficient pricing would not endure 
if there are heavy and exorbitant market charges and middle- 
man s dues, for either its incidence falls on the consumers or on 
the producers, or is shared between them. And this would 
inflate prices or lower the remuneration of the producer. Also 
efficient pricing depends on the efficient working of markets', 
but seldomd oes efficient pricing result from the working of 
free and unregulated market mechanism. 

The Price Policies. In this section are assessed the essen- 
tials of price policies and the effects of the same in an agricul- 
tural system. The first stage of the analysis studies the objec- 
tive and the spirit of price policies. In the second stage, the 
study confines itself to the adjustment of farm enterprises, as a 
result of price policies that may be followed. What is the 
adjustment to be made in farm production ? One of the objec- 
tives of a price policy is that the farm enterprises may be 
adjusted to prices. What are the price patterns and the 
conflicting ends in this respect ? The state follows the methods 
of guarantees and compensations for the sake of implementing 
price policies chalked out. The essentials of price administra- 
tion is the next topic studied. In this connection a word may 
be said about adjustments, brought about by planned prices, 
and by flexible and rigid prices, which may also play an impor- 
tant part in price policies becoming effective. Multiple prices 
are viewed, as being essential for correct assessment of the 
situation- In this connection, attention is drawn to controlled 
and the competitive prices and their place in the mechanism 
of prices — an important point in pricing policies. This impor- 
tant section is rounded off by concluding observations on an 
interconnection between prices, incomes and incentives. Price 
policies have assumed an important place in economic policies 
and are of special significance to the peasant who is so much 
under the course of fluctuating, unstable, and unremunerative 
prices, which it is the objective of these policies to remove or 
at least alleviate. Even in advanced countries, such policies 
are framed with special reference to the agricultural sector, 
when not industries. But it may be pointed out that the scope 
of the price policies is rather vast and objectives exhaustive. 
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Objective and Spirit The twofold objective deals with the 
general level of prices and their structure, with special reference 
to agricultural sector Peasants are worried about both, for as 
debtors they are exposed to the wide movements in prices, and 
as producers, with prices as costs and the relationships between 
them The first and the foremost aim of all economic policies 
and fiscal weapons (not no speak of price policies in the agri- 
cultural sector) is to stabilise the price level at full employment, 
and this aim is most relevant to the agricultural situation in 
view of the fact that the farming sector is most afflicted with 
variations m employment, tending to under employment This 
means that the price level should be stabilised at a level at 
which fuller employment could be attained This involves 
theoretical considerations of managed money, and of fiscal 
policies The peasants would be content with something mote 
immediate and mote gainful, concretely speaking , they want the 
state and the society to make tangible “contributions” to the 
agricultural sector They want parity prices, parity with indus- 
try Generally, the peasant expects the state to manage and peg 
rices Price policies are multi-purposed but not divorced from 
general economic objectives Hence, from the point of the view 
of the peasants, they are designed to give them some type of mo- 
nopoly gam , but this aim is not quite consistant with the one of 
general economic welfare, for general interest demands that mono- 
poly gains be diluted as much as possible, the state being respon- 
sible for general public interest and welfare, this aim could not 
form an element of price policy Also, the peasants like to 
improve the distribution of income, within agriculture 
and also parity between the agricultural and the non-agricultu- 
ral sectors True, that the improvement of the distribution of 
income is an aim consistent with pricing policies, but a distinc- 
tion must be made between the personal and the functional 
income distribution both these are interdependent, but from 
the social standpoint, the objective relating to personal incomes, 
is not consistent with an impersonal social policy If the price 
policy be used as an instrument for equalising personal incomes, 
eficiency, waste and confusion would result Hence price policy 
should not aim merely at improving personal incomes, about 
which only individual peasants may be concerned The third 
aim is the maintenance of the aggregate ^demand for goods and 
services at a level as could be effective in bringing about fuller 
employment of the resources ana* increasing proa’uctivrcy Tktf 
is rather difficult but should be pursued vigorously in the in- 
terests of general economic welfare Another objective is to 
bring about a better allocation of resources, not only as between 
agriculture and industry but also as within the agncultntal 
system itSelf This is laudable And worthy of pursuit by the 
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policy-maker and the planner. 'Generally speaking, price policies 
must be forward, and not backward, in their orientation : they 
should be based on the present and the anticipated trends of 
the factors of demand and supply and not on historical forces or 
factors. Price policies are most effective when both incomes and 
aggregate demands are fairly stable. 

Adjusting Farm Enterprises. In this connection should be 
gained an idea of adjustment in farm production, operation and 
enterprise, consequential to price policies, and also as a prerequi- 
site to them. The main purposes are to adjust output to current 
and prospective needs, to conserve the productivity of the soils, 
prevent further stock-piling or to bring about changes in the 
cropping and allied enterprises with a view to meeting both the 
demand and the interests of the consumers, and finally to encour- 
age the better types of farming practices. These aims and objec- 
tives are fairly well balanced as also all-inclusive. And they re- 
present the concensus of opinion on this matter. But it has also 
been pointed out that the temptation is to adjust the farm produc- 
tion to business fluctuations; which, apparently, one of the objec- 
tives of price policy, would, on analysis appear to be rather in- 
correct, for the simple reason that this measure would bring about 
only temporary gain to the peasant. It may be unwise to restrict 
production in the agricultural sector, for that would worsen the 
over-all economic situation; this in view of the fact that the most 
important characteristic of the agricultural production is its sticki- 
ness. Other devices may be employed to compensate the peasants. 
Similarly, it would be unwise to lower the agricultural production 
when it fails to move into export markets, for the stage may not 
be distant when the home needs may be so increased as to absorb 
all surplus produce, which was being so far exported ; the case of 
India, in respect of the export of wheat is an instance in point. 
It is easy to become over-production-minded, but one must guard 
against this, for overproduction, in the absolute sense, may never 
exist. In industry, where the supplies are elastic and adjustable, 
this may be done to restrict production, for some time with the 
hope that eventually production might expand, but in agriculture, 
things are not a little different. But when underemployment co- 
exists with “overproduction” the danger of restriciting output 
must be gauged in terms of increasing underemployment in the 
agricultural sector. In times of depression, it will be only agricul- 
ture that could absorb the surplus labour from the other non- 
agricultural sectors, and in this sense, too, it may be unwise to 
clog this avenue for fuller employment. And when “overproduc- 
tion” results from better technique, it may be in the national in- 
terest to maintain that technical efficiency, for a backward step 
may be inadvisable. But when and only when, the increase ifi. 
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production comes about as a result of state subsidies, the same 
be revised in accord with existing conditions In regard to positive 
measures, it may be suggested, that prices, especially relative 
ones, of productive factors, and the produce, must be made the 
intruments of an adjustment policy, this means that to achieve 
this end, the price policy must be all-comprehensive The aims 
are to conserve the productivity of the soil, the storage of more 
durable types of produce, the enlargement of family farms, the 
initiation and introduction of better farm practices, the improve- 
ment of land tenures and the assistance to the depressed areas 
All these points have to be considered, when evolving a price 
policy for the adjustment of farm enterprises to prevailing con- 
ditions 

Price Pattern r anl Conflicting Enii Attention may now be 
diverted to the conflicting ends in price policies On the one 
hand, they adjust farm enterprises by bringing about steadiness of 
incomes, and on the other, it would like to be conducive to gene- 
ral economic welfare In the first instance, there is the conflict- 
ing movement of supply and demand in the agricultural arena, 
this topic was studied in an earlier section Recently, the trend 
has been the slowing down of the rate of the growth of demand 
for agricultural produce, with the result that unless newer uses 
for the consumption of agricultural produce are discovered, better 
technique is likely to result in glut of agricultural products Re- 
garding it could be said that the elasticity of the incomes 
is great because of the greater frequency of agricultural 
instabilities and price fluctuations in agricultural commodi- 
ties There are also the inequalities of incomes, as between 
the peasants themselves, and in the light of this analysis, it is 
not advisable to concern with personal incomes Another incon- 
sistency lies in compromising the general ends with the agricul- 
tural ones, which may be better served by shrinking farm produc- 
tion, from the standpoint of general welfare, this is inadvisable 
What is important from the national economic point of view is 
that nutritional gaps be closed, and this end must be attained 
even at a cost, for without proper nutrition, national capacity 
would seriously decline, with consequential loss of productivity 
Another inconsistency arises when the price policy is directed to 
the stabilisation (not improvement) of agricultural incomes the 
result is that the shift from the agricultural sector to the indus- 
trial one may be slowed down and the existing (increasing) pres- 
sure of population on land intensify This is a major problem in 
view of the fact that farm people have only declining opportuni- 
ties, at least in so far as farming goes And to reconcile industrial 
unemployment with chronic agricultural underemployment through 
price policy is a stupendous task, which awaits the planner and 
the administrator If farm incomes are raised, most of the mcreas- 
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«d earnings may be spent on the purchase of manufactured com- 
modities whose prices may rise, thus bringing about unfavourable 
price ratio in the rural economy: this alone is sufficient to bring 
about a decline in the real incomes of the peasants; this is another 
conflict about price policies. Price stimulus to agriculture is slow, 
while to industry it yields immediate results; thus the fact that 
prices could not be multiple, only implies that the reactions on 
different sectors of the economy would be different. The prob- 
lem is : how to reconcile these two incongruent states of affairs ? 
The stabilisation of farm prices has to take account of the march 
of techonology and its speed. The technique of agriculture is 
shaping itself out in such a manner as to bring about a consider: 
able surplus in the near future, the prices would have to be con- 
stantly revised in the light of this fact. This is another headache 
for the price policy-maker. Low earnings in the agricultural sec- 
tor have to be raised, and that could only be done by restricting- 
agricultural output, an end, which is inconsistent with the gene- 
ral economic welfare. 

Compensations and Guarantees, In the light of the foregoing, 
one has to be conscious of the complexity of the implications of 
price policies in agriculture and resolve the problem of suggesting 
a way out, so as to reconcile the conflicting ends, underlined 
above. It may be wise to suggest that these ends are not so con- 
flicting as they may appear to be. The one end which must be 
never lost sight of is that of general national economic welfare, 
and not of the sectors, like agricultural, commercial or industrial. 
Viewing the problem from this angle, one could feel one’s way 
through. The conflict between the private and the public ends 
in agriculture, may be minimised by the effectiveness of a price 
policy which may take time to percolate to millions of small farm 
producers, scattered in all the remote corners of the country. Still, 
out of this apparent conflict, must be detected a complementary 
state of affairs, for establishing some order out of this apparent 
confusion. But the fact is that the state could not influence pro- 
duction on small family farms, which, if run on a subsistence 
basis, may resist state pressures. There is all the merit in mea- 
suring and assessing the limitations of the state policy, for it may 
often happen that the efficacy of a price policy is measured by 
the improvement, brought about in agricultural resources. The 
main problem of price policy is to stabilise income; this is not an 
insoluble end either. Prices, as by themselves, could not ensure 
income stability. They have to be supplemented by other mea- 
sures, which the state should take up. The first step is to stabi- 
lise the economy, not only is one isolated sector, but the economy 
as a whole with a greater emphasis on the agricultural sector. 
But this is too general a plan for the administration to follow. 
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Puce policies, in order to be effective, must be complemented by 
compensatory payments made to peasants when business depres- 
ses and unemployment spreads It is impossible to bring about 
a synchronisation of the industrial and the agricultural production 
trends and fit the same to accord to cyclical trends* For the fact* 
is that farm production does not permit of easy curtailment, even 
if strongly desired Hence, the only policy is that of the compen- 
satory payments to peasants, in order that the instability of fatm 
incomes, inherent in fluctuating prices, is reduced and also 
that agricultural production is not disturbed, with evil consequen- 
ces on the general economy And compensatory payments should 
also strengthen puce policies that the state proposes to follow} 
it is not with a view to reducing only the income hazards of agrt 
cultunsts but to minimise puce hazards, that this policy be 
adopted The level of employment and the effectiveness of the 
price policies would serve as indicators for the initiation of the 
compensatory payments to be made to peasants, this means that 
these payments have to be scaled to puce level Compensatory 
payments may be of ad)usting types, adjustment payments are 
designed to aid the depressed sectors of agriculture so as to make 
adjustments not only in the puces but also in production, em- 
ployment and income of the region affected The second type 
are transition payments, which may be made for the specific pur- 
pose of supporting fatm prices by paying the difference betweea 
the market and the support price, under commitment by the Gov-< 
vernment Third type is the conservation payment, made for the 
purpose of inducing the peasants to follow such practices as are 
calculated to conserve the soil And then there are welfare pay- 
ments, which are only for the purpose of enhancing socio econo- 
mic welfare In all these payments, the element of relationship 
with prices is there, whether directly or indirectly, but the more 
important type is the transition and the adjustment payments 
The rate is to be determined by price differentials and price 
policies, the state intends to follow It is expected that the com- 
pensatory payments, in their implementation would be non-dis- 
turbing, both in regard to the general pricing process as also for 
the benefits of labour and business But it is difficult to adjust 
these payments to conditions in agriculture, and would also be 
ineffective to bring about a change in the relative price structure 
in agricultural arena, they would remain undisturbed And then 
it may also be pointed out that they are ineffective for subsistence 
farms 


Price Admimilrahm Price administration determine! the 
efficacy of price policies in the agricultural sector and also their 
efficiency Linking this with the foregoing, it may be observed 
that the administration of compensatory puce-plans is also beset 
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Avith difficulties « farm prices may be quite out of line with other 
prices and it may be difficult to draw the line, where to peg ag- 
ricultural prices. Transitional price policies may be followed in 
order to gauge the situation clearly, also tentative administrative 
measures may be taken with the same end in view. Compensatory 
payments, for the purpose of enforcing price policies and in order 
to make the price-supports effective, arc liable to be exploited by 
pressure and political groups, and this may tax resources of public 
finances. And the administration of price policies in the matter of 
farm families, who may undertake production mainly for the ob- 
jective of subsistence, may be another fact to be reckoned with. In 
the low income groups, the price policies may not be possible of 
efficient administration, for reasons similar. But looking at the 
problem, more positively, one understands what constitutes a 
good price administration. Price administration like all other 
tj’pes of administration must be effective, for an ineffective type 
is worse than the absence of one. But to this, a rider has to be 
added, that the objective of all price policies is to renovate price- 
production relations and also to revitalise the agriculture sphere, 
as a whole. It may also be stated that another objective, stated 
so many times, above, is to bring about a readjustment and also to 
stabilise agricultural incomes. It is for these many purposes, that 
price policies are administered. In the agricultural sector, mone- 
tary adjustments and credit weapons slowly make their effect 
felt *, hence dependence on monetary instruments for putting 
prices policies into effect is dangerous and incorrect. The price 
administrator must remember that, in the agricultural sector, 
wholesale prices tend to fluctuate more than do the retail prices, 
a situation that is different from the one in the sphere of industry. 
The second fact is that prices of the raw materials tend to fluc- 
tuate more than those of processed goods , and the manufactured 
articles. This influences the admiristrator and the peasant. In the 
third instance, greater is the rigidity of those prices, which cons- 
titute agricultural costs, the ones which constitute agricul- 
tural incomes. The price administration, in order to reach the 
peasants, must be conscious of the impact of prices on agriculturists. 
In this regard, the administrator must pay special attention to the 
problem of the inter-linking prices in the agricultural sector, for 
nowhere else are prices so interlinked as here. And this chain of 
prices is a complicating factor in agricultural production, and also 
in pricing. Dependence on agricultural statistics, for the farming 
of the agricultural price policies, may be risky for the fact is that 
production in agriculture is very erratic. And technical, econo- 
mic, social and psychological factors enter into the process of 
price-formation in this sector, and all these factors have to e 
tackled by the administrator. Price administration must be opera- 
tive at all stages of. production, especially in agriculture. 
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Planned Pnces and Adjustment The problem of planning 
prices is the next topic How should adjustment be brought about 
through prices ? And what should be the considerations for plan- 
ning prices ? These are important questions for the planner and 
the price-administrator There is complicated task, but one, if effi- 
ciently performed, would be a credit to the planner and also help- 
ful to the peasant In the very first instance, the goal is to stabi- 
lise the price levels , this means that planning should be directed 
to eliminate price fluctuations, which shake agricultural produc- 
tion and bring about greater fluctuations in agricultural incomes, 
which it is the object of all planning to stabilise As a group, 
peasants are in the debtor category , this means that falling prices 
make the burden of debt much heavier on them, and many of 
them may have to become tenants Stability of the price level is 
recommended, if only for the purpose of arresting the fall of 
prices The second most important objective should be to estab- 
lish forward prices in the agricultural sector Farm incomes are 
considerably influenced by the movements of the farm prices, and 
the structure of the farm prices considerably affects the usage to 
which the produce is put It is the relative prices that influence 
structural basis, and determine the usage of the produce The 
persants depend on relative prices, which are continually shift- 
ing, with the result that inaccurate price expectations are generally 
the rule, rather than the exception It is this price uncertainty 
which it should be the purpose of the administration to remove, 
being responsible for reducing farm efficiency and producticty 
Forward prices would go a long way to remove this uncertainty 
These prices should be announced sufficiently in advance so that 
peasants can adjust their tillage accordingly , they should also 
cover a sufficiently long period so as enable farmers to reap their 
full advantage , also forward prices should be precise so that 
peasants know where they stand Forward prices should be such as 
to achieve the desired output this would go to lessen price un- 
certainty Instead of support prices forward prices should be esta- 
blished, support prices may be converted into forward prices The 
third plank in planning prices, to bring about the necessary 
adjustments, is to reduce the gap as between internal and external 
prices, so as to eliminate any undue advantage, for if export 
prices are higher than internal ones, it would deplete agricultural 
resources of the economy, because the dealer-farmers would like 
be benefit from this disparity If the export prices are lower than 
the internal ones, the country would suffer from a glut of agricul- 
tural produce, which would be imported in quantities, because 
it is a good market to sell in Another objective of a price policy 
should be to make prices remunerative to the peasant, this involves 
an analysis of the cost structure in agriculture, which must need 
be undertaken by the planner If production is unremunerative. 
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the very incentive to produce is considerably weakened. And 
finally, agricultural prices should be regarded as the costs for 
manufacturing; they should be pegged in view of the costs struc- 
ture of industry. 

Flexible and Multiple Price . No account of price planning 
would be complete without a reference to flexible and multiple 
prices. It is contended that agricultural markets are imperfect; 
prices in the realm of agriculture could not be identically the same 
everywhere; they would have to vary as between different markets 
for some of the markets may be local, and local difference tends 
to persist. In this context, it would be realistic to take account of' 
multiple prices; this means having several prices for identical 
products, sometimes even in the same market. Multiple prices 
do rule in the agricultural sphere, and no planner could afford 
to shut his eyes to facts as they are. It has to be conceded that 
multiple prices should also be planned for if price disparities are 
widening, the result would be an imbalance in the sphere of 
agricultural production. Hence in the interests of achieving a 
balance in different sectors of the agricultural economy, and as 
between the different producing centres, it is highly desirable 
that these things be not left to chance, but are pre-fixed and 
regulated. The elements of imperfect competition that persist in 
agriculture are responsible for multiple prices. It is not possible 
to wipe out multiple prices, but what could easily be done is to 
eliminate disparities. The price review system in Britain is 
commended in this respect, for this ensures guarantee prices and 
tends to remove price disparities. Flexible prices have an 
element of elasticity about them, and solve the problem of rigidity 
and serve as an antidote to the evils of rigid prices. The plan- 
ners should make the rigid price-cost structure into a flexible one, 
so that the evils (underlined above), arising out of these rigidities 
be wiped out complete. Some such device should be adopted as 
may remove the rigidity of prices; prices should respond to cost 
changes. This is a complicated task, and one which could be 
performed by agricultural price experts alone. The adoption of 
the scientific methods of cultivation, may help to some extent 
only. More could be done/by giving the peasants some price- 
estimation in advance of the sowing season, so that they could 
make the necessary changes in farming, accordingly. 

Controlled and Competitive Prices. Next, attention may be- 
drawn to the distinction as between the controlled and.- the com* 
petitive prices. Prices, obtained by the agriculturists for their 
produce, are determined by competition as between them.. On the 
other hand, there is the fact of imperfect competition as between 
the dealers! Prices may, therefore, be controlled so that peasant’s- 
earnings are not so low as they would be when prices are deter- 
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mined by competition which is remunerative only to middlemen 
but not to peasants Thus prices may be controlled by the state' 
or proper authorities In this matter, state policies must be com- 
plementary, in order to be a success It may be pertinent to note 
the limitations from which state policies suffer These arise out 
of the amount of complementarity which this policy is able to 
offer to the private sector State control programmes may be 
divided into those, which are born out of emergencies, eg, dep 
ression and war, and those which are incidental to the planning 
needs of the country In regard to price controls for emergencies 
it may be stated that they may not be imposed or carried out with 
an eye to the future, but only for immediate needs and problems 
Production policies, like the use of acreage allotments, may also 
supplement price policies in order to make the same effective and 
fully operative The fact is that no production programme would 
be carried through if it is not controlled at both ends of price 
formation, the supply and the demand ends The controls may 
be ineffective for the prices to operate in the same manner, as 
designed, if they are not supplemented by control of supply and 
demand, this implies a control over procurements ana also a 
rationing system, for these twin measures alone would ease the 
problem of controls and make them efficient 

Prices, Incomes and Incentives Pertinent it is to trace the 
interrelations as between incomes , prices, prices and incentives 
Prices lie at the root of incentives and operate through incomes 
Prices of farm products determine the income of the peasants 
Prices do not move in accord with costs, with a rise in cnees, 
profit-margins rise and that in turn, raises incomes Thus incomes 
rise, usually, with a rise in prices, and appear to be a direct func 
tion of prices Incomes provide incentive to peasants, the higher 
the income, the greater the incentive to produce more and more 
This would appear to be sound analysis from the theoretical point 
of view But it may be pointed out that actual practice is differ 
rent from theory In the first instance, the connection between 
incomes and incentives is not so direct as it appears, for other 
factors may also intervence, with the result that the "income 
effect” may be much diluted The second point is that the usual 
Size of the farm and the holding is the family unit, so that with a 
fall in prices, the incentive to earn the same quantity of money 
for family subsistence is the one target before a famjljr farmer 
Hence out of necessity, the peasant produces mote than he should 
under depressed prices Thus incentives may be inversely related 
to prices and incomes Again, it may also be pointed out that the 
peasant’s excess income is not ploughed back to his enterprise j 
this means that higher incomes may not be very advantageous, 
for the peasant may try to meet his pent up demand, which had 
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been inevitably postponed in the times of lowering incomes. 

hus stabilised prices would provide the peasant with best 
incentive and not rising prices as may be imagined by the theo- 
rists. Assured of a stable income, the peasant is enthused to 
making permanent improvements and plan to put agriculture on 
a sound footing. Thus the target of the planner is not rising in- 
comes for peasants. 

The Market Mechanism • In the light of the above considera- 
tions, it is pertinent to enquire if the market mechanism, weak 
and defective as it appears to be, is at all capable of adjusting the 
system of farming, qualitatively and quantitatively speaking, to 
public needs. How effective is the market mechanism to bring 
about this adjustment ? In this regard, it may be instructive to 
be aware of the fact that markets have functioned for quite some 
time, and have been bringing about adjustments in the farm- 
ing business according to public needs; the survival of this system 
must have been a potent reason for its effectiveness, even if the 
efficiency be not very dependable now. Still, the question of the 
extent to which the market mechanism could be depended upon 
is pertinent to the analysis in hand; this section examines the 
issue from various points of view. In the first instance is attempt- 
ed an analysis of the market. What is the coverage of the market ? 
And what are the safety valves therein? A reference would also be 
made to marked regulation and conditions of monopoly and their 
bearing on the adjustment mechanism. What are the price sup- 
port schemes in the markets and their impact ? How could pro- 
tection and stability be assured to these schemes and the incomes of 
the peasant ? And last are dealt price review schemes and the 
form that planning should take. 

Analysis and Application ■ Pricing process is the heart of the 
market mechanism. The efficiency of the system is judged by 
such prices as reflect the basic demands of consumers, both quali- 
tatively and quantitatively. Secondly, it should be capable of 
moving supplies, present and potential, to consumers. Thirdly, 
it should also provide a structure which may maintain stocks as 
between the one season and the other. And lastly, the prices 
must be natural as between the different parties, as between 
consumers and producers ; this should be effective as also econo- 
mic. The analysis of the market mechanism is to proceed on 
these lines ; if prices move on the lines underlined above, the 
adjustment of farming to public needs would be brought about 
rather automatically. In this connection, public needs may eb 
regarded as the expression of consumers’ demand and also the 
complete off-take of agricultural commodities by the consumers. 
That would bring about an adjustment of public needs to the- 
farming system, and vice-versa. It is the pricing function of the 

41 
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market which is most important, and through which farming 
could be adjusted to public needs, conveyed to the peasant 
through the mechanism of demand Dees the pricing mechanism 
contribute to the effectiveness of the productive apparatus, or 
does it not ? Another thing to be understood is that effective 
demand should also be expressed by the market mechanism To 
the extent this is possible, the efficiency of the market mecha 
nism is determined It is pointed out that the control program- 
mes may fail to bring about a correct functioning of the market 
mechanism 

Coverage and Safety Valves In this connection.it may be 
instructive to rivet attention on the coverage of the market 
mechanism and also to appreciate what safety valves operate there- 
in Without assessing market functions, it may not be possible 
to understand the problem of adjustment Between the consu- 
mer's needs and the produce, the connecting links are the market 
and the relative prices Market prices adjust production to 
market needs but only if the time lag does not operate Paces 
reflect the basic demands of the consumers, as to quantity and 
quality, and therefore, gu de the productive apparatus to the 
same end In the second instance, it should also move the exist- 
ing and the potential supplies into the required channels, t e in 
accord with the needs of the consumers Lower prices expand 
consumption, while higher prices hold consumers and restrict 
their demands And thirdly, the market mechanism should be 
efficient in carrying stocks of the agricultural produce as between 
seasons, that equates demand and supply But it could only be 
possible if the storage facilities are efficient Big carry-over* 
are justified by good price expectations on tho part of producer* 
or stockists In actual practice, it has been found that carry- 
overs, even in advanced economies, have not exceeded mote than 
20% of the crops It is only through the agency of state loan* 
that carry overs could be induced efficiently In this context* 
it may be pertinent to point out that the market mechanism 
should treat all parties alike , it should be neutral as between all 
parties, the dealers, the consumers, and the producers Often the 
market mechanism is so designed, and so does it operate, that 
only the middle man gains, at the expense of the producers 
Market mechanism should also bring to light the quality diffe- 
rence* that ate of concern to consumers and dealers, the differen- 
ces should find expression in preferences as in prices How the 
actual quality differentials are applied to actual farm prices, is a 
function of the market mechanism In fact, a qualitative price 
market mechanism has yet to be developed in regard to agricul- 
tural products In this connection, it may alto be stated that the 
matket coverage should be as economic as it could possibly be- 
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The three functions of the market costs need to be separated, 
the physical, the pricing and the risk functions •, the dealers 
charge for these functions. Market costs would be reduced, if the 
physical and the risk functions are incurred at lower levels, 
while the costs of pricing should be kept as low as possible! 
Thus there are some safety valves which may induce the consu- 
mer to refuse to buy articles not in accord with his preferences. 
In the light of this analysis, it may be pertinent to observe that 
the mechanism is, to some extent, capable of adapting the 
farming system to public needs. Excessive state intervention 
may erect artificial levels at which prices may be pitched 
by producers ; safety valves in the agricultural market-mecha- 
nism may be clogged, to the detriment of efficient pricing. 

Regulation and Monopoly. Still, it may be pointed out that 
the market mechanism may not work to expectations especially 
in time of emergency and of abnormal nature. State interven- 
tion need not, however, neutralise the market mechanism for it 
may only be of a regulative nature. It would be pertinent to 
re-examine regulation from the angle of market mechanism and 
judge the effectiveness of the price-market mechanism in 
bringing about the desired change in farming practices. Price 
mechanism effectively depends on the circumstances of the 
case ; and price inducements may be supplemented by compulsory 
schemes and the state authority. Monetary incentives also vary 
in their effectiveness in the agricultural sector. Not only the 
producers, but also the consumers, are slow to respond to changes 
in prices, for consumption habits may have become rigid as also 
that incomes are rather inelastic. This is what makes it 
obligatory for the state to enter upon an arena of regulation in 
the realm of agricultural marketing, for dependence upon the 
free and open markets is not a secure nor a stable policy to be 
adopted. While an adjustment may be brought about by 
the market mechanism, by the operation of time lags ; 
maladjustments may persist for years on end. The system of 
free and unfettered competition does not yield the desired 
results, with the consequence that the suitable methods of 
adjustments have to be devised by the policy-makers. Appropriate 
state action is conducive to the free working of free markets, 
when the forces of competition are clogged as by monopolies. 
Controlled markets are brought into existence mainly because 
the interests of the low-income groups have to be protected 
against the depredations and the exploitations of monopolists; 
Monopolies have persisted in the agricultural marketing mecha- 
nism, with the result that they have depleted the resources of the 
peasant to the point of exhaustion, because of the heavy incidence 
of heavy market dues, on the peasant-producer. It is this 
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monopoly control of the agricultural system that has tended to 
stifle the operation of free markets and forces to bringing about 
an adjustment as between the farming and the public needs The 
dilution of monopoly in the field of agriculture arises out of 
the fact that the peasants, purchases are made from such firms, * 
as have a monopolistic complexion, thus resulting in monopoly 
prices m respect of these products and the monopoly deals in 
agricultural produce and the middlemen, and finally Jn the 
inability of the peasants themselves to combat the monopolistic 
influences that have been in operation as against the agricultural 
producers Thus there is the inherent inability of the peasants 
and the agriculturists to neutralise the efforts of the monopolists 
making it obligatory on the state to regulate market mechanism 
in the interests of its perfect functioning 

Price Support Schemes A digression about price schemes 
may be pertinent at this point for this experiment has been 
conducted m some countries in the agricultural sphere Protec 
tion against the monopolistic dealers it as ensured by price support 
schemes, which found operation in Britain and the United 
States A standard price may be fixed, for commodity under 
question, to which it is sought to give protection , the end of 
season in respect of that particular crop find the peasant receiving 
a deftctency payment, on the difference between the average actual 
price and the standard price, on the basis of quantity (and "also 
quality) of the produce sold m the market or the state agency 
Deficiency payments were financed by the state out of specific 
funds raised for this purpose, say from millers or from consumers 
or from other sources Producers are also assured of a definite 
price, so that the price-chain is not disturbed, and that the 
interests of the peasants are protected at all stages of production 
Otherwise, it may so happen that the real farm incomes be 
considerably reduced and that very purpose of the price support 
schemes defeated by collusion between dealers and manufacturers 
In certain cases, advisability of financial as well as fiscal aids is 
also taken into consideration , and in this case, price is fixed m 
due regard to the needs of the consumer and the country at 
large The state may actually pay a subsidy for differential 
price, or at a flat rate so that the required impetus to the produc- 
tion of that commodity may be provided by price-supports In 
ctVAWtwts, h/t ravii 'M-bj wb/ta 

the minimum percentage and/or the minimum acreage is cultivated 
by the tillers Price-supports may also be converted into schemes : 
of price subsidies so that the qualitative and the quantitative] 
standards of the industry may be kept up In order to enforce' 
price supports, it may be deemed necessary to impose import 
controls so that the price stability is attainable in the home market 
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and price-supports are more effective. In certain cases, price 
supports may find expression in price guarantees, designed for 
the purpose of the effectiveness of these schemes. .As and how 
the trend of prices improves, guarantee prices may also be assured 
with a view to easing the situation, and also making it mote 
normal. The objective. is to free the peasants from the worries of 
marketing and also to ensure for them a good remuneration, so 
that they could devote themselves to crop production in as effi- 
cient a manner as possible. Incidentally, the objective may also be 
to promote higher nutritional standards for consumers. In this 
connection, it is well to remember that there are certain conditions 
which must be taken as prerequisites for price-support policies ; 
the process must be highly efficient, efficiency of the administra- 
tors, and that of the statistical data ; secondly, the spirit behind 
this machinery is also to be one of integrity, fairness and pressure- 
resistant ; thirdly, price supports must be operative at all stages 
of production of the commodity in question ; fourthly, the objec- 
tive is to adjust farming production and system to public needs ; 
and lastly, price supports must provide the producer a certain 
amount of security and stability of income, though a better and 
a more tempting objective would appear to be to enable the state 
to exercise more control. 

Protection an.l Stability ■ The objectives of price policies, as 
undertaken by appropriate authorities, could be defined as those 
of protection and stability to the peasant and of planning for the 
economy, with a view to revitalising the economy as such. These 
twin objectives are laudable indeed and deserve to be treated at 
length. It may be pointed out at the outset that price-fixing is 
done on the basis of economic data, and also in view of the set 
objectives. Price data may be defective and, in view of the 
dynamic conditions of agricultural prices, and other such allied 
situations, be out-of-date, with the result that it provides no 
guidance to the policy-maker in fixing price-supports. Protection 
and stability are provided by the effectiveness of price-fixing 
machinery to curb inflation and the conditions giving rise to. 
In the spiral of rising prices, the incomes of the peasants, in view 
of the price ratios, shrink and the objective of security and 
stability to the primary producer defeated. Security may be 
offered to the peasant and the stability of incomes assured by 
guidance, and the effectiveness of information, percolating to 
him *, the peasant, in this panic, might fall a prey to the machina- 
tions of the local dealers, who may thus fleece him of the produce 
at a lower price, the price supports, thus having been rendered 
ineffective. The price support schemes could provide stability 
of income but if peasants have full faith in their effectiveness. 
If they do not get the rate fixed by price-supports, they stand to 
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lose, and their incomes become unstable Dependence on the 
operation of free markets has only to be gradually brought about 
and so also the switch-over from price-supports and price fixations 
In this case, the problem of resource allocation has to be looked 
into the allocation of resources, as between different agricultural 
uses affects the cost structure, and without cost stability price 
supports, in their aim of achieving income stability, may be 
meaning less Thus, from the purely stability point of view, the 
state policy has to be directed not merely to the rescue of the 
peasant from the market mechanism, and its inexorable working, 
but also in respect of the resource prices, and the costs of the 
farming processes For the protection of agriculture, fiscal 
measures could also be adopted to provide effective security to 
the producer Protective measures, as for general agricultural 
produ-tton, may be in the form of quantitative controls of 
imports by means of compulsory quota regulations, which may 
be revised annually on the basis of the trends of agricultural 
production in the economy Quantitative controls may also be 
linked with the matketing organisations, so that quantitative and 
qualitative stability may be secured by agricultural and farm 
economy in that country But even protectionist measures have 
their limitations, the straight tariff may be ineffective in reducing 
supplies, and the expected price structure may not respond to it 
in the desired manner 


Planntng and Price Review Attention may now be drawn to 
price planning and agricultural planning, in so far as both co ordi- 
nate and co-exist In fact price planning may be a powerful ins- 
trument of agricultural planning How could the two be co-ordi- 
nated and fitted into one another ? All schemes to stabilise prices, 
and to plan agriculture have some points in common, and obvious- 
ly it is through the development of these schemes and the exploi- 
tation of these common points that the common objectives could 
be achieved as between agricultural and price planning Some 
measure of autonomy needs to be given to producers, so that they 
could adjust price supports, price subsidies, and price fixation 
policies, to accord to the needs of the agricultural system as also 
to their own needs, financial, fiscal, and purely physical But then 
the danger is that monopoly power may be abused by producers, 
hence, price policies have to be composite, so that the interests of 
the national economy be safeguarded Price-fixing bodies should 
be effective in their outlook of national interests of development 
and planning In these schemes, the burden of the subsidy is not 
out of proportion to the benefits to the consumer, this is in accord 
with the principles of economic justice It is possible that the 
price-incentives may be insufficient and inefficient in bringing 
about the desired results, then it would also be requisite that the 
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state issues directions to producers to do the correct thing, required 
in the interests of agricultural planning. Excessive incentives 
should also be avoided in the interests of prospective production 
habits of producers, so that they may continue to produce without 
incentives. It is difficult to ascertain the level at which prices 
should be pegged, irrespective of the costs of production and also 
of the inter-relations as between prices themselves. This is what 
makes the policy of reviewing prices inevitable and compulsory, 
if price-supports have to accord with planning to be undertaken in 
agriculture. Price reviews, alone, would enable the state to main- 
tain some association as between changes in price-fixations and 
those in production costs; this is essential to the stability of the 
profit-margin to agriculturists, and that of income. And then the 
price reviews are necessitated by the fluctuating demands on the 
part of the consumers, and also fluctuations which become apparent 
in the supply of the consumer’s goods from the peasants. The 
attempt to find a correct substitute for competitive prices, often 
results in the adoption of price review systems, so that prices may 
not be fixed at artificial levels, which it may be impossible to 
•operate and make effective. It is the plan, which partakes of the 
nature of forward pricing (fixing prices on the basis of the pros- 
pective date, crop forecasts and yield estimates). The purpose is to 
eliminate price fluctuations during seasonal production, and 
the production period, so as to enable peasants to plan in accord 
with national planning targets and also with a view to notifying 
price trends, which are expected to be operative in the next pro- 
ducing session. Not that price reviews apply to the prices of the 
farm commodities alone, but they refer to the pricing of the fac- 
tors of the production it is assumed that actual prices are mini- 
mum prices. 

The Trice Level. This section is to deal with the inter-relation 
of general prices with agriculture. Agriculture is influenced by 
the price level. This influence is important, because prices are the 
means whereby the external economic forces get focussed on an 
industry. It may be instructive to distinguish between two types 
of price movements; the first relates to all commodities, and the 
second to individual commodities. There are the movements of 
the general price level, and those of isolated prices; and it is quite 
possible that the latter types may be in opposition to the former 
movements. The prices of single commodities may be rising or 
falling, without reference to the general price level. The impact 
of the movements of individual prices was studied ; in this section 
it is proposed to deal with the latter, i.e., the movements in the 
general price level in their impact on agriculture. 

Indexes of Price Change ?. In this connection, reference must 
be made to index numbers of prices. The index numbers measure 
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change* in the prices of agricultural produce from the farm, of 
the feeds and the fertilisers Index numbers are expressed both in 
averages and in percentages, they show the average price level of 
group of commodities al one period as a percentage of the average 
price level at another period This latter period may be known as 
the base period This device, in other words, makes comparable 
the price data with useful indications and conclusions for the 
peasant and the policy maker The purpose of index numbers is to 
bring all prices to a common denominator, and to show the same 
in a form which is capable of being readily grasped and which 
could also show the comparative price movements In the formu- 
lation of these index numbers, the first step is to select commodi- 
ties which may be representative of those that are being sold in the 
market, the usual procedure is to select as wide a range of commo- 
dities as possible and to make it as comprehensive as possible, so 
that the general price movement may be all representative in its 
character The second step is to ascertain, from the market reports, 
the average wholesale prices for each of these commodities select- 
ed for index numbers, wholesale prices are preferred to retail ones, 
being easy to ascertain There is a multiplicity of retail prices, 
which vary from one place to another due to the differential mar- 
keting charges, and the price index need not show the middleman’s 
profits The second step is to select a “base” year, which may be 
significant from the economic point of view, the end of an econo- 
mic era, or the beginning of another The third step is to collect 
the prices of commodities in base year, again the wholesale prices 
in average are to be preferred to the retail ones The next step is 
to convert prices in the base year m centuries while the last step 
is to express the corresponding prices as the multiples of the base 
year’s 100 the prices are calculated for other years for each of the 
commodities in terms 100 in thebase year This is the method of 
averaging, and the one in common usage A refinement ot the sys- 
tem is to give due and relative importance to each of the group com- 
modities within the group by the system of ‘weighting’, the greater 
the importanceof any single commodity in relation to the others, the 
greater is the weight attached to it More weight is thus given to cer- 
eals and staples whose consumption is higher than that of the other 
Fixing weights is thus the most important step in the construction 
index numbers The next step is to mult ply each individual in- 
dex bj the weight assigned to it The sum total of all indexes is 
then multiplied b“y total weights to arrive at the composite index 
This weighted index is thus more representative of composite con- 
sumption than the unweighted one Here may also be stated the 
main problems in the calculation of index numbers In the first 
place, is the choice of the base year, the general principle is that 
the base year should be the economically significant (the end or the 
beginning of an era) or be as normal as possible, for that may also 
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provide a good gauge of price-fluctuations. The second problem is- 
that of the choice of commodities to be used for the construction*, 
of index numbers; the principle is that commodities chosen should- 
be as representative as possible, and in order to include the quali- 
tative differences, it is preferred that the several brands of the--- 
commodities be selected, as many as possible. The ? text important 
problem is that of -weighting; the principle here is that consump- 
tion of different articles be found out and weights suggested ac- 
cordingly, and weighting should take account of gradual varia- 
tions as may occur in respect of various commodities. The last prob- 
lem relates to price quotations which may be used in this connec- 
tion, this was discussed at length. In the light of these considera- 
tions, are the index numbers of prices constructed. 

Agriculture and the Genera] Price Level. What are the causes - 
of changes in the general price level, and how' do these changes- 
operate in the agricultural sector. In this connection, may be in- 
voked the Quantity Theory of Money, which is admittedly opera- 
tive in the agricultural sector, if not in the general economy. 
Briefly put, the greater the supply of money, the higher would' 
the price level soar. Money is needed to buy and sell goods and" 
services, and the demand for money arises out of the amount of' 
buying and selling that is to be done; it depends on the quantity 
of goods and services to be transacted in and the number of times- 
they are to be bought and sold. A greater abundance of money 
or a greater scarcity of goods services would raise the prices of 
the goods and services in question, while greater scarcity of money 
or a greater abundance of goods and services would lead to a fall 
in prices. Usually, changes in the volume and the velocity of 
goods and services, and similar changes in volume and velocity of 
money, are unequal, with the result that price level changes are 
caused, and' trend of prices determined. This explanation foe 
changes in the general level of prices is known as the Quantity 
Theory of Money. The underlying assumptions are that the whole- 
of money available at a certain time, is spent away; and that these 
various influences are also net variable. These facts are correct- 
in so far as agriculture is concerned, which is comparatively a 
itatic industry, and also one in which peasants spend away all the 
cash they have. But all the fluctuations are not explicable in terms 
of the Quantity Theory of Money, and several other theories of 
money have been advanced. Still, of all the theories it is the 
Quantity Theory of Money that is the most applicable to agricul- 
tural conditions. Also, fluctuations in the price levels, of a cyclical 
nature. It may suffice to point out here that fluctuations in the 
agricultural sector have an influence on the consumer as well as 
the producer, the debtor as well as the creditor. 

The Impact on Agriculture ■ As pointed above, changes in. 
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the puce level have an impact on the agricultural sector Price* 
usually move together, both the agricultural and the general 
fanes are closely inter-related Also the causes, operative in 
respect of general prices, prevail in the case of agriculture In 
the light of this single fact, agricultural price movements maybe 
taken as fairly representative of general price movements And 
these movements have a profound influence on the farmers’ 
fortunes Changes in prices have important effects on all classes 
of the community, and this is more effective as far as the fixed 
income group is concerned, and the peasants too The former 
group would benefit from falling prices, and lose from a rise in 
prices, for in the case of their fall, their incomes buy less But 
agriculturists belong to an entirely different category, their 
incomes rise with a n*e in the prices and fall with a fall m the 
prices But from this is not to be inferred that price changes 
and income changes synchronise, there is the time lag, and the 
rise in prices takes some time to be expressive in terms of in- 
comes Another factor is that the prices of all commodities do 
not move up or down at the same time And there is also a 
-difference in the amount of a me or the amount of a fall of 
prices of individual commodities And the prices of raw mate- 
rials fluctuate mote than the puces of manufactured goods, this 
is the usual trend of prices And then prices, which determine 
the peasant’s costs tend to be mote rigid than prices, which 
determine his returns This disparity as between the prices and 
the costs, and their movements is significant from the peasants’ 
view point This could be accounted for by the fixity of con- 
tract payments and the non-paid character of family labour, which 
is the most important part of farm labour The wages bills of 
lured labour may also be a fixed charge in view of the fact that 
this is sanctioned by custom or contract In tespect of marketing 
charges, the subsistence of the peasant and the raw materials 
that the peasant is to offer in the market, there is a considerable 
amount of fixity, consequently farms costs tend to move more 
slowly than do farm prices The disadvantage of this lag tends 
to outweight any advantage that the peasant may stand to have 
out of rising paces Further, the turnover of this industry is 
also slow due to the operation of the technical, biological, social 
and economic reasons 

Summary To sum up, this chapter points to the possibi- 
lities of adjustments by the pricing process The reader was 
initiated into the discussion with the preliminaries about the 
■definitions of "valuation* , the elements of the theory of value, 
with the considerations of demand and supply, m the agricultural 
setting, and the practical and the theoretical aspects of crice- 
fixmg The interrelations of demand, supply and price were 
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brought out in the first paragraph of the next section, where 
•attention was devoted to the theoretical aspects of price fixing. 
How prices influence costs and costs influence prices, was the 
subject of the next section, which dealt with the problem from 
the special agricultural angle- special reference was made to the 
elasticities of prices and costs. Next, was taken into considera- 
tion the system of pricing within the orbit of the market; the 
various types of competition, pure, perfect, monopolistic and 
imperfect, were also viewed in the perspective of the pricing 
process. Pricing problems were discussed in the light of the 
operations in the free, open, controlled and regulated markets. In 
this connection, special attention was drawn to the instruments 
of State controls. Price policies were examined in the next 
section, which dealt with its objectives, the adjustment sought 
to be brought out of conflicting ends, of price-supports, guaran- 
tees and compensations, and of price administration. Attention 
was also directed to the adjustments possible through planned 
prices, flexible prices, multiple prices, controlled and competitive 
prices. And finally, the section was rounded off with a few 
observations on interrelations as between prices, incomes and in- 
centives in the agricultural sector. How far does the market 
mechanism bring about adjustments in the system of farming, in 
so far as the public needs are concerned, was the subject of the 
next section. Giving the range of the market mechanism, and 
pointing to its safety valves, the argument urfderlined the neces- 
sity of regulation of the “free” markets, and explained, at length, 
the price support and the price-review schemes, for the realisation 
of planning ends in agriculture. The last section was devoted to 
the formation of index numbers and their significance for agricul- 
turists and system of farming. 

Conclusions. It may be not out of place to direct attention 
to the outstanding conclusions that may be inferred from the above 
study. In the first place, the theory of value was found applicable 
to the system of agriculture but only by modifying it, and its 
modifications were stressed in the study above. In the second ins- 
tance, were made distinctions as between price-fixing of agricul- 
tural and general commodities, and not the long period, normal or 
secular ones. Third, price-cost changes in agricultural produce are 
not a little different from similar relations in non-agricultural 
commodities, the agricultural sector, being characterised with 
some amount of rigidity; the changes in the two are also not of a 
similar character and magnitude. Next, the analysis discovered 
that the free and competitive markets are not the rule in agricul- 
ture, they are rather the exception. Fifth, the price policies, 
when chalked out by proper authorities, must be cognisant of 
conflicting several factors, relating to the reconciliation of 
ends, in their impact on adjustment sought to be brought about in. 
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the farming and the non farming sectors It was also pointed out 
that the system of guarantees, compensations, and price support 
could only function, if the problem was attacked from all ends and 
tackled as a whole and not in parts. Sixth, much depended on the 
system of price administration, its integrity and vision, for the 
little mistakes may be tantamount to nullifying the very objectives 
which it had in view Seventh, the utilities of the flexible, multiple 
controlled and competitive prices were explained, and it was also 
pointed out how the different systems may be combined and to 
what extent, and for what purpose Eighth, the importance of 
stabilising farm incomes in providing the needed incentives for 
agricultural promotion and progress were stressed Ninth, the 
market machanism, left to itself, could not he effective in bring- 
ing about the required adjustment in farming systems to public 
needs, hence, the importance of price-supports and price-reviews 
for planning in agriculture Laitly, conclusion was that the impact 
of agricultural price-variations on different sections of agriculture 
was different, and also that rising prices did raise incomes, but not 
simultaneously, these were the important time lags, for which 
pertinent reasons were underlined 

The Critique Agricultural price policies have to be carefully 
chalked out, for they not only affect agricultural incomes, but also 
non agricultural ones The main objective, m planning, is to cana- 
lise farmer’s energies into producing the requisite commodities,, 
both qualitatively and quantitatively Another objective u to 
smooth out various fluctuations for not only are they injurious to 
the agriculturists, but also demoralise them In this regard, atten- 
tion is usually not paid to resource prices, this should also be done. 
A major inefficiency of price policies grows out of price expecta- 
tions being pitched high Hence, the correct implementation of a 
price policy involves a certain amount of the education of produ- 
cers Another point that is lost sight of is the direction, to be 
given to securing the optimum unit of agricultural production, 
and to even out production instabilities Price policies are usually 
sluggish vis «rt>» major changes in price-relationships, any correct 
formulation of these policies should take into consideration the im- 
pact of the price relationship in agriculture and through it on the 
general economy Hence a comprehensive price policy would be 
based, on the system of forward puces, whicn taken into account 
guarantees compensations, and supports and the problem of correct 
exploitation of physical and human resources for the optimum 
good of the general economy But the expectation that the price 
policies could secure maximum efficiency of the agricultural system 
need not be nursed in view of the fact that even if the price poli- 
cies were flawless, there would still be a certain margin of error (at 
least in certain sectors) and there may be the working of certain 
pressure groups, too 
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Economic fluctuations — Nature and characteristics. Theoretical Aspects: 
Modern Version . Application to Farming Agricultural Fluctuations— Unstable 
Exchange Terms . Parity and Disparity . ImDact and Inference. Income Effect. 
™yp a s of Fluctuation!. — Short pariod Disturbances . Price Fluctuations. Seasonal 
Annual and Cyclical Fluctuations . Income Instabilities . Output Variations. 
Seasonal Variations — Demand and Supply . Crops and Livestock . Prices and 
adjustments . Annual Fluctua'ions Variations in Yield • Prices. Stocks and 
Supplies . Mercantile Risks. Cyclical Disturbances — Weather Influences . 
Prospective Profitability. Output and Income. The General Agricultural 
Cycle . The Initiating Impulse . The Average Length Reference to Special 
Commodities . Prices and Profits . The Income Aspect. The Impact of Popula- 
tion . Real Incomes ■ Effect of Improving Technique . Immobility of Productive 
Factors . Regional Differences . Cost - Price Variations. The Inference. Coun* 
tering the Cycle; The ''Cost' 1 of the Fluctuations , Immediate Steps. Long-term 
Remedies Co-operation and Planning in Agriculture. Summary and Conclusions— 
Agricultural Fluctuations. 

Economic fluctuations are a very well noticed phenomenon, 
but business fluctuations are not of the same type in all spheres 
of economic activity. In the agricultural sector, especially, they 
assume a definity distinctive character. The subject requires 
some amount of forethought on the part of the planner and the 
peasant alike. The problem is examined from the angle of in- 
come and output, the latter being studied in the first instance, 
for the farmer’s income depends on the output and the price 
it obtains in the competitive markets. The first section is to deal 
with the nature and characteristics of economic fluctuations in 
general, followed by a dissertation on agricultural disturbances, 
with special references to parity and disparity as between agricul- 
ture and industry. Attention would be drawn to various types 
of fluctuations, seasonal, annual and cyclical in the agricultural 
sector. Next section analyses these fluctuations; the seasonal 
being followed by the annual and cyclical ones. Separate sections 
are devoted to a description of all these types of fluctuations in 
agriculture. Detailed analysis is made of the agricultural cycle, 
its length, influences and initiating impulse. The next section 
looks into the problem of agricultural incomes and their instabili- 
ties. The section on “Countering the Cycle” makes positive 
suggestions as to measures, long-term and immediate, for the 
purposes of neutralising the cycle in all phases. 

Economic Fluctuations Much has been said about the nature 
of the economic and business fluctuations, which have been dealt. 
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with at length by various economists especially after the thirties, 
when consciousness about them was roused This cycle was of an 
exceptional nature, with the result that the length of the cycle 
and its nature had to be examined afresh m the light of the 
behaviour of this particular cycle that lasted for about seven years, 
and gripped agriculture very severely Since then attention has 
been devoted in patticular to agricultural cycles, -which have been 
distinguished from other cycles and fluctuations Statistics about 
changes in general business activity are available with the various 
business concerns though not in agriculture The study of the 
business cycles is important from the point of view of the economy 
in genera! and of incomes in patticular 

Nature, Phases &. Characteristics Business fluctuations denote 
a type of instability which has a wave like movement, of the rise 
and the fall of business expectations and earnings The wave like 
movements in the incomes of the business, the economist terms 
“business cycles ’ or economic fluctuations Economic fluctua- 
tions have certain phases, usually four, expansion, recession, 
contraction and revival, or alternatively, prosperity, recession, dep- 
ression and recovery To these four phases may be added another one 
panic, which may punctuate one phase with the other The first phase 
comes when there is a buoyant feeling in business circles, and the 
investment index is high Businessmen expand their activities and 
boom is on, with the result that employment and economic ac- 
tivity is on the incline Business expectations are high with the 
result that the investments also expand Prices are profitable, 
to businessmen, and general prosperity prevails among people, 
who share it The volume of the back credit is on the high and 
the wage rates rise in response to greater demand for labour 
PSut the experience is that the greatest expansion is in the “heavy 
industries”, for the demand for capital goods is the intensest and 
rt s e of prices is registered m the consumer goods industries, 
where the consumers having earned high wages, spend their sur- 
plus This is not to discount the expansion of activity in other 
sectors, but the point is that comparatively speaking the expan- 
sion is the most marked in capital goods industries and the rise 
m the consumer goods prices also the highest Recession is the 
turning point of the cycle in which such forces are released as 
make for final contraction of business activity In this phase, there 
is the unloading which such forces are released as make for final 
contraction of business activity In this phase, there is the unload- 
ing which tends to creite a comparative glut of goods, with the 
result that the prices decline to the former level Prices tend to 
depress while costs catch with prices, with the result that the 
range of profits also narrows Investment therefore shrinks with 
a consequential decline in employment It is possible that produc 
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tion may fall for a while, hesitatingly, but by spurts later on. 
This decline is on the basis of variable costs and not 
on the total cost basis ■, only those industries would be 
contracted which have a high proportion of variable costs. 
But in industries where fixed costs predominate, the con- 
traction is not advised at this ssage. This recession depends 
on the nature of the panic, caused by the economic facts of in- 
vestment, income and employment. The next phase, the one of 
contraction or depression is the most painful. It is characterised 
by a rapid decline in output and income, consequent u pon the 
fall in employment and investment. In this phase, capital goods 
suffer most while consumer goods industries do not decline as 
heavily as capital goods industries. There is a fall in average- 
prices which is due to a decline in demand, present and potential, 
and shrinkage in the volume of the purchasing power with con- 
sumers. Bank credit is reduced very considerably. This reduction 
impinges on investment and commerce. Cost-price relationships, 
are not of line and very disparate. In the next phase, that of re- 
vival or recovery, there is the regaining of confidence on the 
part of businessmen, who start reinvestment in their firms, so far 
starved of funds, now once again available from banks. The level- 
ling out of the previously falling prices is also brought about in 
this phase. The motives for price-cutting no longer prevail; prices 
are restored to the predepression level approximately. Consumers’ 
goods need replacement for the consumer had withheld their de- 
mand in the previous periods. Some costs also begin to fall, and 
the cost-price divergence is raised, with the heightening of pro- 
fits. Panic is gone and the revival of the business activity is now 
under way. Two characteristics stand most pronounced; the 
■periodicity of the trade cycle and its synchronism ■ By the first is. 
meant that business cycles have a periodic recurrence, and this 
period has been taken to be a multiple of 3 1/2 years, though opin- 
ions differ. One thing is certain: with the operation of “free” 
economies, the frequency of the cycle is much greater than other- 
wise. The second characteristic is important, business cycles syn- 
chronise in the economy, they have a tendency to spread like wild 
fire. In this matter, too; agriculture stands out in a distrint cate- 
gory, for the cyclical movements in the agricultural sector either 
precede or follow movements in the other sectors. The incidental 
characteristics are; a variation in the amount of bank credit and. 
the volume of money, (due to the changes in total employment 
and output), the prices of the manufactured goods are rather rigid,, 
while those of the farm products are quite flexible and respon- 
sive to the cyclical changes; the incomes from profits fluctuate 
more than other incomes and finally there are wider fluctuations. 
in capital goods industries than in other industries. Thes features. 
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have a distinct course in farming But still, it may be remembered 
that the business cycles dorainante the general trend in the sphere 
<jf all business activities, including that of agriculture and farm 
ing 

Theorettcal Aspect The theoretical aspects of trade and 
business fluctuation may be grouped under seven headings the 
climatic explanation, the psychological approach the mone- 
tary causes, the competition and under consumption theories, 
explanation in terms of adjustments, savings and investment 
.approach and the modern explanations The oldest explana- 
tion is that couched m terms of the climatic theory, according 
to which business fluctuations result from cycles of climate 
Jevons believed that it was the sunspots which caused fluctua- 
tions, while others have extended the theory to cover all clima- 
tic variations which follow a cyclical trend Periods of good 
harvests alternate with those of bad harvests, with the result 
that the cycle starts in agriculture, and this industry being the 
foundation of all the other industries, it extends to all other 
industries which are also adversely affected Failure of crops 
in Egypt may result in the textile mills elsewhere being adverse 
ly affected, and this is responsible for higher prices in the 
allied industries The epidemic may spread to other indus- 
tries, with bad effects Thus failure of rains may be causative 
in bringing about a depressed state of affairs True, that the 
climatic variations do affect the economy, but it has yet to be 
proved that they affect so severely as implied here The psy- 
chological explanation is couched in terms of the approach the 
businesses make to their investment proportions , in a buoyant 
mood they would like to extend the sphere of their activities 
and boom conditions may result, while a depressed state of 
mind may bring about a depression in the industrial sphere 
Confidence may mean expansion and boom conditions, while 
dejection may mean depression Rooted in human psychology, 
the explanation does not appear to be a patent cause of the 
collective economic phenomena Monetary theories stress the 
role of money in economic affairs, and ascribe to it the condi- 
tions of boom and depression, in case of the overissue of money 
and facile credit, business may expand, while in opposite con- 
ditions, business is likely to be starved of the investments with 
the result that depression may sway the business world It n 
the superstructure of credit that is so buift up on the founda- 
tions of the expanded money supply that is causative of the 
boom > and its contraction results in the credit facilities being 
withdrawn and business suffering on account of lack of accom- . 
modation from banks and investing houses Monetary and j 
financial institutions do play an important role in business but * 
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it is to be doubted if world-wide phenomenon could be explain- 
ed in terms of isolated'monctary policies. The competitionists 
explain economic fluctuations, in terms of the wastes of com- 
petitions, which lead to overproduction, raising costs, due to 
the law of Diminishing Returns. Keen competition does prevail 
with the result that prices crash : also the enmulative effect 
is to raise costs, with the consequence that the profit margin 
falls, leading to disaster for weaker firms and disinvestment in 
the larger houses. This explanation has an element of truth, 
but fails to account for the regularity of the crises. This theory 
may be supplemented by the underconsumtionists’ explanation, 
according to which the responsibility for the depression is assi- 
gned to disparities in the income distribution ; these disparities 
deepen, consumption declines and the depression intensifies, for 
people arc unable to consume goods and businessmen to earn 
their profit margin. This explanation has a degree of plausibili- 
ty but we have to point out that the argument is fallacious, in 
that the movement of the capital and the purchasing power 
have not been traced in the correct manner, for it is not essen- 
tial that savings may be hoarded and that the purchasing power 
may not reach the consumer, if it is saved- Next explanation 
is offered by Lord Keynes, who points out that the cycles arise 
out of disparities between savings and investments- The total 
costs are the aggregate income of all the members of the 
society, and a portion of the same is spent and the rest saved. 
Now if the savings arc invested, the demand for the goods 
would continue and the economic machinery remain in working 
condition, but if the savings fall short of invesments, the whole 
mechanism would suffer on account of the purchasing power 
becoming inert and immobilised, with a low off-take of goods 
produced; the depression is the result. On the other hand, if 
the savings are less than investment, over-investment releases a 
large amount of purchasing power and boom conditions result. 
The disequilibrium between the savings and the investments is 
what leads to booms and depressions. Keynes depended on 
the mechanism of the rate of the interest for variations in sav- 
ings and investments, but it is known that the rate of interest 
is not half so potent as imagined. In this connection, mention 
must also be made of the two multipliers, the investment and 
the employment multiplier. The investment multiplier gives us 
an idea of the increase in the total investment consequent on 
initial investment, while the employment multiplier relates to 
an increase in employment, on a similar basis. Others work on 
the acceleration principle, which refers to constant and conti- 
nuous growth of business. Hicks, who used this instrument for 
the explanatio nof the cyclical fluctuations, thought that the 
ratio of the output/capital is governed by the technique and may 

42 
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be unable to change in the short period but may change conti- 
nuously in the course of the trade cycle with the result that the 
unadaptability of the ratio results in the precipitation of the 
cycle Fluctuations take place within two limits, the upper one 
being that of investment, the acceleration getting its motion in 
the upward or the.downward swing But the acceleration prin- 
ciple is regarded as a crude tool, unsuitable to explain all 
fluctuations 

Modern Version There is great difference of opinon, re- 
garding the causes of trade and business cycles It is thought 
that the overi’sue of credit, due to an abnormally low rate of 
interest is solely responsible for the cycles Dr Hayek, who 
advanced this explanation, thinks that the equilibrium between 
savings and investment is upset by wrong banking policies, the 
creation of credit necessitates the diversion of investments and 
resources from some forms of production to others Disinvest- 
ment starts along with increased investment, with obvious re- 
sults But it may be pointed out that the theory does not ex- 
plain the cyclical nature of fluctuations, it only appears to 
stress the dangers of an over-issue of credit The most modern 
explanation is given by Professor Tinbergen, who suggests that 
the cause of the business and economic fluctuations is to be 
found in the ' cobweb character of the demand and supply In 
the version, given by Nicholas Kaldo*-, “cobwebs’ are formed 
by adjustments and readjustments in supply and demand curves, 
due to the behaviour of production, price and again production 
The cobwebs may be of continuous, divergent and the conver- 
gent types, with the result that the states of equilibrium and 
disequilibrium, result in booms and deoression “Cobwebs” 
arise out of disparate elasticities of demand and supply 
Plausible as the explanation appears to be, it suffers from some 
drawbacks, it is applicable to a limited extent where produc 
tion is rather invariable and prices depend on supplies But 
it may be po*nte J nut that this may not be the case changes in 
income pattern and in fashions may also affect prices The 
cobweb theorem does not afford an explanation of all these 
facts and factors, it is only a partial explanation and though not 
totally discarded it is not fully accepted The causes of a trade 
cycle may be summed up as relating to maladjustments in de- 
mand and supply variations in the prices the causative forces 
altering demand and suppYy, the pyycVttrtogreal icrwaroS Xht 
climatic reasons All these causes operate though the theories, 
advanced above, stress one cause or another It is the resultant 
of all the above mentioned factors responsible for the course of 
the trade and economic fluctuations, and not one alone It may 
not be a fruitful search to locate the cause in one theory only 
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Application to Farming. The above theories refer to ex- 
planations which may be true for the economy in general, and 
not with particular reference to the conditions obtaining in the 
realm of agriculture. It is a matter "of ■ observation that the 
depression starts earlier in agriculture, and persists longer 
there, with the consequence that it is severer in its intensity in 
the farming sector, than anywhere else. May be, this is due 
to the inelasticities characterising agricultural production, or 
may be, it arises out of some other causes, making it difficult for 
the farmer to make his preparations for combating it, or may 
be, it originates from ignorance of the peasant. But the fact 
remains, that the cycle is of a longer duration in the agricul- 
tural sector. It may also be pointed out that the climatic theory 
long discarded by the economists, is apparently more plausible 
as an explanation of agricultural cycles, than the other theories 
that may be advanced, to explain this phenomenon. Agricul- 
tural production is at the mercy of weather and that is why’it is 
a function of the climatic changes, with the obvious result that 
the variations in the weather would certainly affect the same in 
a more heightened manner. In the light of this, it may be main- 
tained that cyclical instabilities are due to the cycles of climate. 
But whether the cycles of climate coincide with the cycles of 
fluctuations, is still an open question. The climatic and the wea- 
the rcycles may be coincidental with agricultural cycles, and that 
may be a plausible explanation- Out of the other explanationst 
it appears that maladjustments in supply and demand also cause 
agricultural fluctuations, for the supply of agricultural commo- 
dities may be inelastic, while demand may undergo a change: 
or while the demand may be stable, bumper crops may have to 
be disposed of at rock-bottom prices. Thus maladjustments in 
the supply and demand may be causative of agricultural cycles. 
Overproduction, in the sense above, may not serve to explain 
the cyclical nature of agricultural fluctuation, for a larger part 
of the world, the technique has not been widened to the extent 
that the agriculture -.may suffer from such over-production as 
may be a potent cause of agricultural depressions though it is 
sometimes said that' it was overproduction which caused the 
Great Depression in the thirties. It may be stated that under- 
consumption must be combined with the above “overproduc- 
tion” explanation to account for unstable agriculture for dur- 
ing the Great Depression, while agricultural production was 
raised by the operation of technical factors as applied to agri- 
culture, the demand for the agricultural commodities declined 
considerably : thus it was the twin cause operative in this res- 
pect and causative of depression conditions. In respect of the 
Keynesian explanation it may be said that this is applicable 
only to the economy is general .and not to the agricultural 
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Sector tn particular, for the nature of agricultural investments 
is not the same as that of the industrial ones The monetary 
explanation does not appear to be convincing in so far as con 
ditions of agriculture go, but is only applicable wo the general 
economic forces, which operate elsewhere The complexion of 
the agricultural economy is shaped by the rest of the economic 
forces, and in this connection* the monetary explanation may 
be said to apply to the realm of agriculture The multiplier 
effect may be operative in the agricultural sphere in a general 
manner and not in the precise fashion in which the fathers of 
the concept thought it would The reason is not far to seek 
agricultural production is incapable of the expansion and con 
traction as are other sectors of the economy The accelerator 
principle may be applicable in the same sense, for agricultural 
cycle may be due to the inability of the farmer to adjust his 
production to varying economic demand upon his produce Dr 
Hayek's theoretical exposition does not apply for the Simple 
reason that in the first instance the credit structure is not so 
clastic in agriculture and secondly* the credit expansion may 
not result in increased expansion of agricultural activity Tn the 
same way* the "cobweb’* theory may also be said to be inapplic* 
able to the agricultural phenomena, except in very general 
manner, that the elasticities of demand and supply are not m 
accord with each other, in the agriculture Sector This theore- 
tical framework does not fit in agriculture 

The Inference From the above, it may be safe to conclude 
that it would be too much to expect that the modern economic 
theoretical framework applies to agriculture m the same manner 
as to the rest of the economy Various theoretical views may 
be modified in relation to their application to agriculture And 
it may, also be noticed that the above theories could not apply 
to agncultu-al sector, except with startling modifications This 
only means that conditions in the farming world are not a 
little different from those obtaining in other sectors, with the 
result that it deserves quite a special treatment given below in 
respect of the fluctuation in the agricultural sector It may be 
observed in passing that the causes operative m the sphere of 
agriculture, are such as to demand our special attention, for the 
course of the agricultural cycle is also different 

Agricultural Fluctuations Special attention needs to be devot' 
ed to agricultural fluctuations, and their main features Their 
character is different from other business fluctuations Agricul 
tural production is not a litle different from other sectors of 
the economy, while the productive efforts in the non agricul- 
tural sectors may be controlled, agricultural productions may 



J1UKCIPLKS OF ACWICUI/rUBAL J-COXOMIC? 661 

p™d u e c“v!Ts U ,ah,T,t e; ' the “ ntro , 1 » f operator- In this sense, 
attainable at all t‘m ^ m °f agriculture may not be 

posal of nerishahlp ES * f °, rin f le case of bumper crops anil the dis- 
a reduction in r. ■ S°°ds, the peasant may have to bring about 
the inability n/ > tfi CeS ’ - VItb 1 ie resu ^ that the loss in terms of 
may be heaw ¥? P ”f e C0Ver CVen ! he cost of Production 
tion mav he L/. Ilus tllc fluctuations in agricultural produc- 
operative c in tt, t0 c t f uses * n . ot a little different from those 
section tU nJw S ? here ° f 1 , ndustr y and commerce. In this 
exchance 1S ex P 0Sed from various angles; unstable 

and the rT -» aS be * wecn agriculture and industry, the parity 
r D e j‘ P an 7 as between thc two > the income effect and the 
impact of these forces on agricultural production and incomes- 

tevrnJ J Z t £l eEXC,Iange ? er , mS ‘ Attenti ™ is invited to exchange 
ind man„fne7 Cen i ngn f ultl } re aad industry, and agricultural 
h d ! ! Ur - f dS ' It is these terms that matter most to 
if f V u- the X tu ,™ a S ainst him, the loss is his, while 
7 arC + ° ? 1S benefit, his gain is in the form of a greatar 
r m< ; n °f goods and services from the non-agricultural 
*®„ f 0rs ’ exchange for thc goods he is able to offer. In this 
T , 1 cx ’ le terms of exchange affect the peasant’s real income, 
peasant has to exchange his goods for those produced in 
ic non agricultural sector, and this exchange is governed by 
me relative prices of thc two types of goods. In case, the prices 
ot agricultural goods are lower than the prices of the indus- 
trial ones, or the prices of farm products fall heavier than do 

ie prices of the industrial goods, the terms of exchange for the 
tarmcr would be to his disadvantage, for he would have to offer 
a arger quantity of his own farm produce in exchange for 
in ustrial products that he may need. The farmer’s real income 
oeclines in terms of goods and services. On the other hand, 
me terms of exchange as between the agricultural and the 
in ustrial sectors would favour the agriculturists, when a rise 
in industrial prices has been lower than in agricultural prices 
onsequently, the peasant has to offer a lesser quantity of his 
own arm products in exchange for a greater assortment of 
industrial and manufactured goods. In case, the terms of 
exc ange go against the peasant he suffers in real income, and 
laces a crisis, and in the event> when the terms of exchange 
arG in j US fa Y our ’ be * s * n a buoyant mood and his real income 
expands. Thus the terms of exchange afford a key to the real 

income of the peasant, and his comparative prosperity and well- 
being. ii/ 

Parity and Disparity. It has been stated in an earlier 
chapter, that there is disparity as between industry and agricul- 
ture, in respect of income and consumption-pi oduction levels. ’ 
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The dispinties of income persist l ecause of the fact that rural 
incomes are liable to greater fluctuations and the price cost 
structure in this sector is also of inelastic nature Prices m 
agriculture may move downwards or upwards, but costs may 
not follow prices, and the price cost divergence may be respon- 
sible for the disparity of incomes between the two sections It 
may also be pointed out that the industrial cost price structure 
does not behave in the same manner industrial cojts respond 
to industrial prices Therefore these prices are derived from 
industrial costs but the agricultural prices are not so derived 
True that prices in all the sectors are determined by condi- 
tions of demand and supply of the particular product in ques- 
tion but still the sale price would not ordinarily be lower than 
the variable costs with the result that costs provide lowermost 
limit to price fixation But in the case of perishable agncul 
tural produce prices may have not reference to costs they may 
even fall below costs This is explained by the fact that the 
preservation and storage of agricultural commodities is rather 
expensive Hence fundamentally, too the disparity remains m 
earnings as between agriculture and industry From another 
point of view the disparit> does persist in respect of wages of 
labour for the fact is that wages are not determined by the 
same method as they are in industry In this respect dispari- 
ties persist in point of all earnings, both wages and profits 
Thus too behaviour and nature of agricultural cycles would be 
at variance with those in industry 

The Income Effect The behaviour of agricultural incomes 
is not a little different from that of non agricultural ones 
Income is of a twofold character in the agricultural context 
it is indistingmshably composed of both the elements of wages 
and profits But not so in the industrial sector Both agricul 
ture and industry are interdependent in this matter, for rural 
income is often derived from sales to industry for the consump 
tion of raw material by the industrialists and their factories 
Prosperity is a measure of real income of productive factors, or 
the quantity of goods and services purchasable by income 
accruing to certain factors Possibly some changes may bene 
fit industries and agriculture and other occupations the diffe 
rences m incomes may not be expected to last It is doubtful 
if productive factors are mobile, they are not so mobile, and in 
so far as they are not, the disparity in income in the rrrrfasfrraf 
and the agricultural sectors does persist and this difference as 
between industrial and the agricultural earnings does linger, in 
fact, industrial earnings are usually ahead of agricultural ones, 
vyhich mostly lag behind Tms fact is recognised Farmers* 
real income is a function of technical advancement but that 
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^lone is not enough, for the speed with which technique is 
adopted, would indicate the rate at which real incomes in 
agriculture would increase, for if these improvements are not 
adopted by the farmer) his hope of increasing his incomes may 
remain a dream- Hence, to generalise with respect to technical 
advancements made in the agricultural sector, would'be unreal, 
for instance, in the backward and the embryonic economies, the 
rate of the adoption of the new technique is painfully slow, with 
the result that the acceleration of peasants’ incomes accordingly 
slows down- This is apparent enough. It has to be clearly under- 
stood, that in this context, peasants’ real incomes aie determined 
more by the exchange terms as between the farm produce and 
industrial goods. And this is important rather than that the 
real incomes depend on technical advancement. It may also 
be pointed out that the real income has some relation with 
marketing costs, for as explained in the last chapter, they would 
seriously be affected by their rise even if the agricultural 
produce sells for a liiger price. A greater profit is sliced away by 
the middleman in the case of the high selling costs with the 
result that this real ipcome is affected, in so far as it filters to 
the farmer through many middlemen. 

Impact and Inference. From the above brief analysis, it is 
clear that the impact of agricultural disturbances on the pea- 
sants and their incomes is complicated by the intervention 
of many extraneous factors, which may be absent in other sec- 
tors. In agriculture, the impact of the rate of adoption and 
application of farm technique, useful to the farmer, determines 
his real incomes. In this respect, the impact of real incomes 
on the disturbances (in agriculture) is noteworthy. But the 
impact of different cost-price relations in agricultural sector 
is not identically the same as in industry. The impact of diffe- 
rent sources would, of course, be dissimilar, but so would be 
their complexion. This being so, it may be easily imagined why 
a distinctively separate explanation of the cyclical movements 
of agriculture is called for. The impact of general business 
fluctuations on agricultural produce remains to be analysed ', 
and in this connection, it may be stated, that with boom condi- 
tions, with rising employment, and with mounting income in 
industry, it is more or less probable that the demand for agri- 
cultural produce may rise along with prices obtained by the 
farmer. But the rise in the prices may not be of the same pro- 
portion, for whole of the expanded income may not be spent on 
the purchase of agricultural raw material. And with the growth 
and popularity of synthetic products, the diversion of the in- 
come from the genuine raw materials to synthetic produce may 
also be expected. Thus business boom in agriculture may not 
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be of the same proportion On the other hand with the onset 
of the depression, demand for agricultural produce may shrink 
considerably 

Types of Fluctuations The first distinctive trait of agricul 
ture is that fluctuations are of several types, and therefore, 
of a complicated nature , at least three main types could be 
distinguished , the seasonal, the annual and the cyclical ones 
The seasonal ones are quite common and are dealt with at 
length The annual fluctuations as witnessed in agriculture 
are in respect of certain crops, which may be more produc- 
tive in certain years, but unproductive (relatively) in other 
years In this respect, too agriculture is distinct from other 
enterprises, where the seasonal and the annual fluctuations are 
seldom witnessed The third type, the cyclical fluctuations 
are put into motion by general business cycles and partake of 
its characteristics In addition, prevail two other types, the 
short term and the price fluctuations, which also distinctly 
prevail in agriculture, with resultant greater instability 

Short Period Fluctuations These instabilities are of a shor- 
ter duration, but their severity is intense. These fluctuations 
may be due to unforeseen causes, e g locusts, diseases, pests, 
etc , which may befall the agriculturists very unexpectedly and 
all of a sudden, but which may leave him remorseful and dis- 
gusted These fluctuations are not regular, for none could 
accurately predict their ouslaught nor the disaster following 
them Even the authorities may be unprepared for these, 
hence the after-effect may also be equally disastrous, both the 
farmer and the state may have to suffer on account of these It 
may be pertinent to observe here that these unforeseen calami- 
ties are now under investigation and international agencies 
have been set up to give warning signals as to the onslaughts 
of locusts and floods, so that some countries likely to be ravaged 
by them may take precautionary measures Still, their seventy 
could be reduced but not their frequency, and the only thing 
that could be said in this connection is that precautionary 
measures are on the increase Still, these fluctuations collect- 
ively decrease the income resources of the peasant Their 
severity has not been quite eliminated And then it must be 
said that even with all the advancement of science and 
technique to make agriculture proof-weather and disaster- 
prcwA 'ViYS to&y &\i'j ViiW TtiTi'&YEA vsy/avi/i to the. ei.csoacb- 
ments of naturfe Short term fluctuations are also disastrou- 
in the immediate run, but may not be so incapacitating as to* 
render the farmer liable to some permanent and longlast- 
mg injury, recovery is possible, soon after 

Price Fluctuations Attention may not be diverted to price 
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fluctuations which agriculture experiences, to a greater degree 
than does any other industry. Why do these fluctuations 
operate? It may be pointed out that they arise out of the 
relative rigidity of marketing charges. These remain rather 
fixed and do not vary with the produce marketed. The gap, as 
between retail and farm prices, remains whether prices obtained 
are low, or high. Thus, on the prevalence of slightly lower retail 
prices (due to any cause, temporary or fleeting) the farmer 
loses much, for he does not obtain a remunerative price. In 
this respect, certain facts emerge : firstly, the supply of agricul- 
tural produce is relatively inelastic, and the output of isolated 
commodities could not be altered in response to changesin 
ptices, because of the fact that the sowing may have already been 
done before price could be anticipated with any exactness- 
Alterations could be made, but on a long range, and in the long 
period; they could not be readily made by the peasant. And, in 
the second place, while the agriculturist may have to accept a 
lower price, the distributor-middleman, responsible for market- 
ing operations does not accept a lower remuneration, for the 
services he performs. Hence, the incidence of these marketing 
charges is heavy for the farmer who does not get a price suffi- 
cient for him to cover even his cost. For dealers, prices are 
higher than for the farmer, and only a few of these are 
adjustable when they have to deal with a lower output and 
when sales diminish. In the light of this, the distributors are 
not prepared to accept a cut in their charges, which, in certain 
backward countries, are fixed by custom and tradition, and not 
by competition. Next, marketing services are being performed 
by organisations, which enjoy more or less monopolistic powers 
and belong to non-competitive groups, with the inevitable 
result that these charges partake of the nature of monopoly 
costs, and in this respect they tend to be extra-heavy and also 
extra- rigid, and the price which the peasant receives, is very 
low. Hence, the distributive margin widens. Fourthly, a 
number of marketing services are performed by those agencies 
which do not specialise in agricultural marketing, (such as 
railways) gnd the charges these organisations impose upon 
agriculturists are of a fixed nature. And, above all, the igno- 
rance of the farmer accounts for the fixity of the charges and 
the lower price that he receives for his produce. In this 
connection, the number of intermediaries, especially in back- 
ward countries, is relatively fixed, with the result that even in 
the boom conditions farmers continue to be fleeced while under 
depressed prices, these charges do not vary, in respect of the 
middlemen and the intermediaries who do not relish the idea of 
obliging the peasant by accepting lower remunerations. Thus,^ 
in the light of this analysis, it may be observed that price 
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fluctuations, especially on the downward, are rather frequent, 
with the result that these add to his troubles in not ~an inconsi 
derable fashion This is a lamentable fact i 

Seasonal, Annual anJ Cytheal Fluctuations Seasonal fluctua 
tion last for certain seasons These precipitate due to the fixity 
of middleman's margins, and fluctuations in supplies, 
are more frequent in the agricultural production, than in any 
other pursuit Seasonal variations occur both in supply and 
demand Also, the seasonal character of agricultural enter* 
prises is responsible for disparities as between the supply and 
demand for its product These are not of a permanent charac* 
ter, still they are sufficienUy potent to adversely affect the 
peasant, and deplete his reserves, if any, with the result that 
they leave him much poorer than*they found him The wiser lot 
may guard against these Annua! fluctuations arise out of annual 
variations in respect of certain crops and plantations These 
variations in the yield of certain crops and plantations are 
always foreknown to the agriculturists But there are also 
uncertain elements, which account for weather variations in 
certain years, svhich could hardly be predicted, still these afflic 
tions do affect the agriculturist very adversely Thus these 
annual fluctuations are sufficiently s-rious and may be severe 
in their incidence on crops and their productivity, and conseq* 
uently on the peasants' income Annual and seasonal fluctua- 
tions may sometimes conjoin with the result that the farmer 
may find himself in great affliction and hardship Cyclical 
fluctuations may only reflect the general business cycle, and 
their causes, and course may partake of the nature of the 
general cycle It may be advisable to understand here that the 
three may sometimes be simultaneous 

Income Instabilities Attention may be devoted to the in- 
come instabilities arising out of agricultural fluctuations In 
agriculture, as in no other industry, the frequency of agricul- 
tural fluctuations is greater This means instability in the 
agricultural arena, more than in any other industry* This is a 
remarkable fact, and one which needs to be countered by the 
planner and the peasant alike Seasonal fluctuations also work 
to the same effect, while the cyclical ones, admittedly exert 
in producing income instabilities, which, therefore, get pre- 
cipitated in agricultural enterprises Added to these instabili- 
ties are the other two instabilities, those of the short period 
and those arising out of the instability of price Price instabi- 
lity is a disease chronic for the agriculturist and and one which 
he may not be able to counter either and exert pressure on 
him to generate income instabilities and grave hardship And 
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to these instabilities may be added the short-period ones, which 
also reduce peasants’ incomes considerably. Subsidiary indus- 
tries may be prescribed for the villagesr; these are based on 
agricultural produce. The inevitable result is an all-round 
instability of income, which faces the peasant, whether he 
works in the agricultural sector, or in the non-agricultural 
sector, in rural areas. This accentuates income instabilities in 
rural enterprises. This fact emerges from interlinking of diffe- 
rent enterprises and their dependence on agricultural produce; 
output variations produce income instabilities in the rural 
sector. 

Output Variations. Wide are the variations in agricultural 
output : they do not, merely, arise from the cyclical and other 
fluctuations, but are due to mixed causes. Of course, the 
seasonal variations, the annual instabilities, and the cyclical 
fluctuations, all these influence output and affect its amount 
and character, but more significant are price fluctuations, for 
if, in one season, the peasant is in receipt of a lower price, 
sowings of that crop for the next season are reduced with the 
result that a lower price might adversely affect output. But 
considering the inelasticities of production, which arise out of 
the traditional character of these farm enterprises, one may 
not put a premium on these. Still, their influence on non- 
traditional peasants may be felt at least, on the prospective 
produce. Another point may be noticed; short-period and un- 
foreseen fluctuations (in agriculture) may vary the volume of 
output and be effective in shrinking the produce, in their full 
operation, which may rise in the event of their absence. To 
these may be added the operation of law of diminishing returns; 
its operation results in a declining in output but, in case, he is able 
to combat it (and this he could only do if his resources permit 
the application of scientific devices to agriculture, but this is 
uncertain in view of income instabilities), the produce may 
iremain at the normal level, or, in exceptional cases, may also 
incline- Thus the instabilities of output are a permanent 
feature of agricultural operations, the nature of which also 
lends to the same result, for if the farmer were to be a little 
out of tune with the time-table set by nature (and his calculations 
•could be wrong, sometimes) he would stand to lose in point of 
productivity, with the result that with wrong judgment his 
output may shrink considerably. 

Seasonal Variations. This section gives a description of 
the seasonal and the short-period variations in agricultural 
production and output. Variations in regard to demand and 
supply are noticed for they form a part of agricultural cycles 
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in the short-period, and persist in regard to crops and livestock 
Attention is devoted to adjusln ents, brought about by prices 
secured for produce and output Seasonal variations are of 
superlative importance in agricultural industries, for the fact 
is that agriculture is itself a seasonal industry, and susceptible 
to seasonal changes which are important from another point 
of view, the diversified system of agriculture is to be adjusted 
to seasonal variations, and the cropping season In this respect, 
too, the seasonal variations are important in farming 

Demand and Supply The first variation is with regard 
to demand and supply of agricultural produce I n different 
seasons, there are variations in demand , demand for food, for 
instance, changes as between winter and summer Similarly 
there are variations in demand for clothing for which agricul- 
ture supplies raw material In certain parts of the year, m 
certain festivals, is there a peak demand for certain types of 
food and fruit , this peak demand is productive of peak prices 
as variations m supply do not occur at the same time and nor 
are of the same magnitude These variations are inherent 
in agricultural production, for in the season, when a certain 
article is being produced its supply is also at the peak It may 
be of the nature of a glut, that may bring about low price* 
primarily because of the temporary glut, created by the seaso- 
nal character of agricultural production It may be suggested 
that the supply of certain vegetables is onl> available in certain 
parts of the year, while in other parts of the year, supply is 
very much scarce, for a particular vegetable is out of season 
then Demand for agricultural goods can be spread over the 
whole year for certain products, such as cereals, standardised 
foods and certain other processed products On the side of 
supply, the reverse is true, for the fact is, that supply is very 
very seasonal, for farm output is affected by weather, season 
and biological factors Only a part of the produce could be 
stored, and obviously that part, which is expected to yield 
high prices In the case of stored produce price range would 
be h gh and goods stored only in anticipation of rising prices 
In regard to glass-house culture, it may be stated that expen- 
siveness of this method of cultivation audits small produce 
are twin influences which make for its restricted application, 
which, in turn results in raising prices These inflated prices 
are prohibitive *o most consumers, who cannot afford to pay 
for the purchase of products, thus preserved In this matter, 
agricultural produce diverges m respect of supply and demand, 
because of seasonal variations 

Crops and Livestock Apart from the seasonal character 
of the produce, there are biological factors which operate in a 
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seasonal manner. Livestock is less liable to seasonal varia- 
tions) since its feed is usually available) for a long time) in 
most countries* The cropping season is generally limited to a 
few months in the year. It is possible to store some agricul- 
tural produce. The conversion of produce into a more durable 
form is equivalent to its storage, with this difference that 
the price that is paid for processed produce is less 
than that for the freshly stored produce. The price position is 
also a little complicated, in view of the fact price is higher 
than for the fresh produce, as obtainable in season. In storag- 
ed articles, the price position gets complicated, in view of the 
fact that the producers arc faced with the alternative of either 
disposing off their produce when the season is on or withhold- 
ing supplies, and storing them for a better price when articles 
become very very scarce. Storage costs the producer has to 
assess. And the second consideration is that there is the risk 
of the article getting out of fashion, unless its demand is high- 
ly standardised and well established, but this is rarely the case. 
Then there is the postponement of receipts which a producer 
may get, were he to sell the produce in the season and as fresh, 
but if he stores it and waits for some time, lie would not be 
able to get the price that he, otherwise, would have got, if it 
were sold just then. Special buildings and equipment may be 
required for storing the produce, and this may be costly. The 
product stored may decay and be unfit for sale if storage is 
even a little defective. And lastly, there may be processing 
•costs before storage is possible, and this may involve heavy ex- 
pense. The preferences of the consumer arc also noticed, and 
(in the light of the above mentioned facts), the farmer may find 
convenient to go ahead with the storage of the commodity. He 
is guided by price differential, and judging by this test, the 
producer would go ahead with his storage plans. The producer 
could get his produce being cashed at once or at a later and un- 
certain period. And in the light of this, would storage be done. 
Still, it must be conceded that, storage notwithstanding, sup- 
plies may not be equated to demand for the product, over a 
whole year; this is problem of adjustment. 

Prices and Adjustments. Prices have a part to play in seaso- 
nal variations, which are adjusted thereby. Usually price changes 
are more sporadic and erratic than other changes, e.g., those in 
output, and in the costs of production and preservation. Prices 
fall more heavily soon after the harvesting season, with the 
probability of a rise after some time- In fact, the later (out of 
seasons) rise of prices more than compensates storage, or trans- 
port costs (when produce is exported to distant markets). . The 
farmer may not obtain the necessary credit to enable him to 
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incur costs of storage and of imrkej ing, under the circutr stances* 
he is often compelled to sell away the produce* and m certain 
countries* at throw-away prices This is the state of affairs* 
in the case of farmers, who are very short of reserves and with- 
out staying power Another factor to be reckoned with, is the 
persistence of such circumstances as may make it obligatory on 
on him to sell away his produce at such throw-away price, his 
anxiety convert his produce into cash is understandable m the 
light of the fact that land revenue realisations are also timed 
with the harvesting seasons while the pressing demands of the 
moneylender may compel him to convert the crops into cash 
Institutional factors make easy the availability of credit from 
village shop-keeper, who is often the moneylender whose readi- 
ness to buy the produce, is also inducive to the farmer to get 
produce converted into cash In short, most farmers, in their 
anxiety to sell the produce just after the harvesting season, 
depress prices of the commodities they could stock and, later 
on, sell at more remunerative prices Again the trend of certain 
prices to fluctuate much is another factor which makes adjust- 
ment through the prices difficult Prices are, in the light of this 
analysis, unable to make up for the deficiencies of the supply 
of agncul tural produce, when out of season, with the result 
that the position in this regard is rather inelastic and the seaso- 
nal variations have their full play All the above forces, coupl- 
ed with the lack of information from which the peasants suffer, 
account for their intensity. 

Seasonal Agriculture In the light of the above forces and 
factors, it is not difficult to conclude that the character of agri- 
cultural pursuits is more or less seasonal Agricultural pro- 
ducts would be sold, preferably, even in a distant market, rather 
than they be stored for future consumption for apart from 
incidence of other forces, the ignorance of the farmer is also 
responsible for the quick disposal of his produce The remedy 
is, therefore, to counter the seasonal character of farm produc- 
tion. Neither the uncertain conditions (responsible for the 
growth of the crops and the livestock) nor the seasons them- 
selves could be changed, nor the perishable character of the 
agricultural produce be changed Hence, seasonal v ariations 
could not be multipled 

Annua 1 Fluctuations Annual fluctuations are important in 
agneuYiuta'i pursuits T arm produce does 'varj “mm* ‘jvai Yu 
year due to weather fluctuations kindred variations as also due 
to inherent biological causes In regard to these it has been 
observed that certain fruit trees blossom heavily in alternate 
years, while other years are comparatively dry for them Thus 
the produce and the harvest may be heavy in certain years for 
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certain crops ancHruits, and low for others. Another point is 
that the produce is lowered because of drought in one year, and 
the heavy rains in another: this factor is significant in the case 
of commodities which mainly depend on rains as also in eco— 
nomies which do not have the well-developed means of irriga- 
tion. Thus annual variations in respect of agriculture recur 
because of all these factors. 

Variations in Yield . Attention may be focussed on the 
variations in yield of different crops. The variations, under 
observation, relate to annual yield. Some variations in crop 
yields are unexpected, while the others anticipated. The former 
result in fluctuations in the price of the commodities in ques- 
tion. Thus it is observed that variations in the yield of crops, 
resulting in price fluctuations, make the intensity of annual 
fluctuations very much felt by the farmers. The supply of a 
crop does not depend on one country or region, for the short- 
age in one region may be offset by supplies from the other. Also, 
the expected variations in yield, could be offset by imports, 
arranged from other countries in time- Thus these fluctuations 
may be prevented in time, but another noticeable factor is that 
the larger the area under a particular crop, the less likely is 
the variation in supply ", this is obvious. But usually, the area 
under a particular crop is not extensive, for the farming units in 
certain localities are not big enough to increase and diversify 
the supply; net yield of some commodities is not expectedly 
going to be large enough, with the result that fluctuations, in a 
particular locality may be high. It is local influences that 
predominate in the prices of the produce. Hence fluctuations 
in agricultural produce do have a determining influence on local 
variations in point of the locality under reference. Prices may 
be reduced in one locality, due to bumper crops, there", while 
they may rise in another locality due to shortage there. 
Variations in output, as far as annual aspects go, are able to 
influence other crops, for the fact is that their prices move 
sympathetically to price fluctuations. This sympathetic move- 
ment of prices, was discussed in the last chapter ‘‘Adjustment 
by Pricing”, suffice it to point out here that price fluctuations 
may have other repercussions- 

Prices, Stocks and Supplies . In price formation, the demand 
factor is also to be considered, for its elasticity or inelasticity 
is to be reckoned with in this context. If the demand of the 
product is of an elastic nature, the shortage in respect of that 
particular product, could not raise the price to that height as it 
would if the demand for the product is having more substitutes. 
Its price would rise less, than in the case of the product with 
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less substitutes And then it also happens that the product, 
which has been processed does not retain the same inelasticity 
of demand as the one which has not been processed, but is fresh 
from the farm Livestock prices fluctuate less from year to 
year for the simple reason that production is more under the 
control of man, than is of crops, and therefore adjustable Alio 
the demand for live stock and the cattle products is elastic and 
responsive to price changes It may be maintained here that the 
annual price variations are somewhat eased by the possibilities 
-of storing being extended to the various crops and their pro* 
respe t, prices behave m a manner seasonal Prices may be 
ducts In this higher than they are in bumper years, for the sim- 
ple reason that the prospective prices are expected to be rather 
low, even clow the normal in the years to come Thus, prices of 
the commodities may also behave abnormally, due to the fact 
that these could be stored But if this possibility is ruled out, 
price behaviour would be again normal iOn the other hand, pent 
up demand , being released all at once (as might often happen 
after a war) might be instrumental in raising prices to excep 
tional heights The conclusion is that the stocks of the com- 
modity over the number of years, would only be possible of 
being spread if the costs of storing, the current prices available, 
and the future demand, all warrant it All these factors have 
to be taken into consideration m order that supplies may be 
spread over a number of years Still the risk is considerably 
increased as the period of holding stocks is lengthened, the 
stockist would have to take this factor into consideration, when 
starting out on his venture of spreading stocks over a number 
of years 

Mercantile Risks The merchant would have to take stock 
of the fact that with the spreading of risks over a number of 
years, the position gets somewhat deteriorated The longer 
the period of storage or carrying of the stocks, the heavier the 
risk that he is to face The longer the time of holding stocks, 
the heavier the risk that the stockist has to face, in fact un 
certainty in regard to the saleability of the produce also emer- 
ges from, the same factor, under consideration And then the 
changing demands for agricultural products, may be another 
risk factor which may enter into the calculation of peasant- 
stockist Another one is that of the rotting of the produce When 
Vive's. -rs •vanvtA um n Tumfoer di "years, Vnere nr«ry Vt T/sVn, 
respect of its demand and supply in the prospective period 
But this is not all, for there may be risks m fluctuations of a 
seasonal type in the years to come with the result that the 
agriculturist may produce more Price indications are also un- 
certain for the best calculations on both the part of the experts 
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and the commercial people, make the position still unsettled, 
for no calculations of prospective data could be perfect or accu- 
rate. Trade relations may also be another uncertain factor 
in case of the trend of trade with those regions which 
produce more of that commodity ", the risk element may be in- 
creased, and it may not be worth while to carry the stocks 
over any length of time. Variations in output in other count- 
lies, too, would be another uncertain factor, for even the best 
informed stockist could not foresee the future to that correct- 
ness, that he may be able to correctly forecast the amount and 
the quality of the produce in the foreign countries, his acqua- 
intance with production trends in the foreign countries is 
usually a nodding one. In this respect, the hazardous nature 
of the efforts of the merchant to carry the stocks is very real, 
especially when public opinion is not favourable for he may 
be accused of hoarding by starving people, and by starving 
demand, and with a view to charging high prices. In view of all 
these, it may be stated that the inequalities arising out of the 
annual fluctuations tend to persist. 

The Budget ■ In the annual variations, the element of un- 
certainty and risk is pronounced and paramount. Prices exert 
an influence on the present and prospective prices, and outputs 
of various types of agricultural produce, which may vary from 
year to year- Farming the annual budget, in terms of annual 
produce, prospectively , the merchant may be tempted to carry 
the stocks over a number of years, but the hazards of the ven- 
ture are too great for the merchant to shoulder. Thusdispari- 
ties in respect of annual variations and prices, tend to stratify 
in the agricultural section- Annual fluctuations differ from 
the seasonal ones in that the effect of the latter is of a fleeting 
and temporary nature, while in the case of the former it might 
last well for years. 

Cyclical Disturbances . They present a major problem, for 
often it so happens, that all the three types of fluctuations 
coincide, with the result that the plight of the peasant is very 
very bad. Hence in the interest of stable agriculture, a detailed 
examination of cyclical fluctuations in the agricultural arena 
should be made, if only to be able to counter the cycle at its 
inception. What are the initiating impulses to the cycle. 
What are the different phases of the same ? And what is th 9 
average length of the cycle ? All these questions are not only 
interesting in themselves, from the academic point of view, 
but also from the practical point of view, for without an under-/ 
standing of the same, it' would not be correct to try to 
stabilise agriculture* 

43 
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Individual Cropland Weather Influences Most vauations 
of individual crops are with reference to weather influences 
Cyclical fluctuations vary from one crop to another, with 
the result that the cycle in one crop may be of a shorter dura- 
tion, while in respect of other crops, of a longer duration 
One must distinguish as between the two types of the cyclical 
disturbances, one in respect of individual and isolated crops 
and the other relating to general agricultural operations Cycles 
of output and prices are confined to particular Crops, andtit is 
difficult to predict them, for the weather factor, and other 
uncertain influences do operate in this direction Weaher 
influences on the farm tend to intensify fluctuations The 
farmer could not adjust weather to his plans, he has to adjust 
his farming operations to the weather, and the continuous ad- 
justment and the readjustment, that he has to make goes to 
produce cyclical trends in the production of crops A series of 
such adjustments and readjustments produce the cyclical varia- 
tion in the crops under cultivation, with the result that the 
cyclical trends may operate, even when the farmer is not cons- 
cious of the same This is important and significant 
both for the farmer and the analyst It is to be recognised that 
though the farmers may not be able to control the yield (and 
modern science has advanced to a stage, where even this possi- 
bility could not be ruled out) he could certainly modify, more 
or less the produce of his crops, in order that the income does 
not decrease or that the market is not lost But this leads to 
the subject of profitability 

Prospective Profitability Another important factor that 
determines the choices and the decisions of the agriculturist and 
the tiller is the future income from crops that he cultivates on 
his farms, every farmer does make some estimate with regard 
to this aspect of crop production and agricultural enterprises 
His future decisions are, however, based on present trends In 
this connection, account should also be taken of the prime and 
the supplementary costs, for, as pointed out in the chapter on pric- 
ing, the nature of costs exerts a lot of influence on the future 
and the present decisions with regard to the profitability of 
crops and other enterprises that the farmer undertakes In case 
demand is inelastic, it is probable that incomes and prices 
would fluctuate together, for with rising prices, incomes also 
xixft. and with pjJC-Rfy jtneftmes may fall The fall of 

incomes tends to be steeper, than the rise, the reason is that 
the cost structure in agriculture is inelastic and costs lag behind 
prices, with the consequence that the price-cost margin is usual- 
ly narrowed in the event of rising prices, and the loss in the 
case of declining prices would be the greater An important 
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part is played by the prime and the supplementary costs for if 
the ratio of prime costs to total costs is ‘high, a smaller output 
tends to reduce total costs, and it is probable that incomes and 
prices may be raised. But when the demand is elastic, and the 
prime costs bear a low ratio to total costs, the price is depressed 
but when prices and incomes move inversely the profit margin 
■would be lower. The nature of costs has an important bearing 
on the nature of prospective profits and their range. It may 
be pointed out, however, that the expectation that the present 
incomes could be maintained, is only an illusion, for the fact, 
is that in cyclical disturbances, even with respect to a single 
crop, income fluctuations arc registered. Also, single-crop effects 
may not tell heavily on profitability if the system is one of 
diverse cropping under specialisation, however, the profitability 
is considerable in terms of income and output. 

Output ami Income . Attention of the reader may now be 
focussed on the nature and the trends of output and income on 
farms, for they determine the range of profit expectations, and 
the volume of profits, present and potential. The farmers increase 
their output, when price is high relatively to cost, and reduce 
it when the price is low relatively to cost. This is obvious, for 
the farmer, in his efforts to make profits, wants to exploit the 
price-cost margin, and suffers wher. prices obtained are lower 
than his costs which are mostly inelastic in character. It is 
not an isolated farmer who takes this decision', it is the cumula- 
tive decision of all farmers; and that matters, from the economic 
standpoint. But these decisions have only an effect on the 
next year’s crops and this prospective effect will have to be 
weighed in that light. The crops to be cultivated do respond to 
price-expectations. The cumulative decisions do not bring about 
a cyclical movement in respect of all crops, for the price change 
in respect of one crop may be able to bring about a change in 
respect of that crop only and not for all other crops. But if 
this crop belongs to a species of similar crops, whose prices have 
been affected, or are expected to be affected, the change would 
be in respect of those crops as a whole. In regard to livestock 
and plantations, it would be hardly within the realm of 
practical policy to anticipate changes to be made, for the 
period that would elapse between the cultivation and the 
reaping of the “harvest” is considerable, and not a single 
calculating farmer would decide to destroy the existing stock 
simply because the price trends seem to justify this action on 
his part. It may pay to delay the mating of animals, but 
these and similar measures may not be potent enough to bring 
about the desired adjustments. And even if the peasant decides 
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to go ahead with his adjustments, he would only be able to do 
that at a great cost to the enterprise, and he may repent later 
on for his hasty step, for misjudging the trends of prices and 
incomes In this connection it may be pointed out that the 
cycle of under production and of overproduction as in the long 
period, would be a permanent feature in agriculture 

The General Agricultural Cycle From the above, it need 
not be inferred that the cycle in agriculture is only with respect 
to individual commodities, there is also the general agricultural 
cycle And this general cycle is a part of business fluctuation 
It affected world agriculture, for quite a long time especially 
in the thirties This cycle, which was the longest on record, 
lasted for about seven or eight years and could be described as' 
lh c general cycle because all commodities underwent an all 
tround depression This depression preceded business fluctua 
nions and also lingered on for some time The general cycle » 
cot always of uniform length, its characteristic 15 that it affects 
commodities, and farm products The cycle often spreads to 
dther countries, With the result that incomes of all farmers 
pecline rapidly There is a continuous fall in agricultural 
rices A glut in the market brings about this decline, with the 
result that the intensity of the cycle is felt more m the agricul 
tural sector, and the agriculturists suffer the most Compared 
to industry, agriculture suffers more heavily, for agricultural 
prices decline more than the prices of industrial goods, and 
while the industries could adjust their capacity to produce, 
supply in the agricultural sector is more or less fixed, with the 
very obvious result that agricultural prices do not get arrested 
in their fall Another point is that falling prices make the 
farmer work harder than ever before, for he wants to have at 
least the same income, therefore he tends to produce more, for 
a greater quantity of the produce that would give him the same 
income This is sufficient to ensure that the fall of prices is 
continuously on the downgrade But it could hardly he said 
that the agricultural depression would synchronise in all coun- 
tries at different times But the fact remains that the cycle 
does grip all countries, though at different times, and in diffe 
rent intensities In India, for instance, the cycle was at its 
worst, while in certain other countries, the same depth of the 
depression was not reached Again, the cycle in agriculture is 
also severer than it is in industry, for the reason that with the 
shrinkage of these industries, their demand for raw materials 
also falls and most agricultural raw materials do not find any j 
demand In regard 'to food, too, there is some economy, for j 
■wastage is eliminated as a result of falling incomes 

The Initiating Impulse The agricultural cycle is initiated 
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by some impulses) which if recognised in time, would enable 
the peasant and those in authority to ward off the evil day and 
thus save the national economy from impending disaster. It 
may, therefore, be proper to understand how the initiating 
impulse works. In the movements of agricultural produce, 
some authors have noticed the ‘‘initiating impulse”. They 
think that there is a relationship between the course of prices 
and agricultural production. The initiating impulse, in their 
opinion, arises out of the movements of produce which could 
be correlated to the subsequent depressions and booms. If the 
crops are good and in abundance, the result is that the move- 
ment is towards an unremunerative price, the signs of the 
depression are visible, but if the produce is good, but price 
rising, signs point to boom conditions. It is possible 
that due to the complexity of conditions prevailing in the 
sphere of agriculture and also because of the variety of agricul- 
tural cycles (as described above) conditions pointing to a boom 
or a depression may not crystallise for some time and it may 
not be possible to recognise them either. In this maze of 
agricultural conditions and trends, it is difficult to say what the 
initiating impulse may be : it may be a seasonal cycle, which 
may set the thing off, or an all-round annual cycle responsible 
for initiating the impulse, or general crop failures or disasters 
of a similar type that may initiate the cycle. All these things 
may happen together or any one of them. Still, the fact is 
that the cycle is initiated by falling prices, and often rising 
productivity, for reasons explained above. When this happens, 
it could be taken for granted, in this context, that an agricul- 
tural cycle is on its way. It may also be pointed out that some- 
times, the declining demand (from industries) for the agricul- 
tural goods is also initiating impulse. 

The Average Length What is the average length of the 
cycle? This is a tough question. The cycle in agriculture is 
of varying length. It may vary from commodity to commodity, 
but the general cycle is of the duration of about six to seven years, 
while crop cycles of about 3 1/2 years. It is difficult to form 
some general conclusions', the average cycle’s duration depends 
on its nature. If it is a seasonal cycle, it would not last more 
than a season ; but an annual fluctuation may be of about a 
year’s duration. On the other hand, a ‘’crop cycle” may be of 
about-3 l/2years’ duration. And an important thing to be noticed 
is that the duration of the general agricultural cycle need not 
be the same everywhere. For there is no pure general cycle 
which is always accompanied by some other disturbances ; 
seasonal, annual or crop fluctuations- Hence, its duration 
depends on their combination. If a general cycle coincides with 
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seasonal disturbance, the Tesult is its lengthening, but not as 
much when it combines with annual or crop cycles It 
appears that the usual length of the pure general cycle is not 
more than (about) four or five years And that was why the 
length of the last depression also varied as between different 
countries, in some countres it lasted only for about four years 
while in certain other countries, it was as long as about 7 1/2 
years or even more That was why the intensity of the cycle 
also varied, for where the cycle combined only with seasonal or 
annnal fluctuations, its duration was short and intensity low 
But where crop cycles also mingled with it, its intensity was 
high and duration very much prolonged This factor was res- 
ponsible for intensifying the cycle in India, and also for dilut- 
ing it in such countries as Russia, for the amount of planning 
they did, was effective in at least eliminating the seasonal, the 
short period and the annual fluctuations, with happy results 
The point to remember is that the combination of the different 
cycles alone determines the intensity of (heejele and also its 
duration 

Special Commodities Reference may again be made to the 
role of special commodities Some commodities are more 
important than others Obviously, those commodities, which 
are in demand, and those which are occupying the largest num- 
ber of cultivators, would, if their prices fell, seriously affect 
farmers’ incomes, with the result that a depression would be 
initiated, in all its intensity For instance, the role of the potato 
crop, in Ireland, is not to be underestimated, while the role of 
the cotton crop, too, need not be underestimated as far as the 
Egyptian economy goes Thus if these commodities suffered, 
the whole agricultural economy may also suffer The lowering 
incomes of the majority of farmers adversely affects other far- 
mers, the purchasing power of these farmers having contracted, 
the incomes of other peasants, too, registers a serious decline 
and the cycle is most likely to -pread Some commodities may 
not be so important and the crisis (in regard to incomes) may 
not much affect other farmers, or their incomes The point is 
the incomes of the “key” farmers which when declining would > 
set the cycle in motion and be another causative factor The ? 
analyst must assess the relative importance of crops and l 
people employed on their cultivation Thus crop cycles w°uld 
also be able to cause the cyclical disturabances in the whole j 
sector of the agricultural economy Worst of all would be , 
cycles food tillage, as they would adversely affect the posi*^ 
tion of the subsistence farmer and also his family farming, with 
very serious consequences for everybody The real income w 
the peasant declines and the fall would be heavy, indeed the 
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-conditions of the peasants may be also quite. ; miserable all 
round. Thus the cyclical disturabances in agriculture have to 
he judged in view of different commodities affected, for if they 
are the hey commodities, the cycle would be interser 
than if the commodities were of an insignificant nature and 
did not occupy an important place in the economy. And then 
the intensity of the depression, in different commodities 
must be taken into consideration, for it is afflicting the key 
commodities, the position gels endangered in respect of all 
other farm incomes and the depression all round deepens. To 
this may be added a rider; that the important key commodities 
may be all right, and still the depression be initiated, probably 
■due to causes operative elsewhere, or may linger in spite of them. 

Prices and Profits , Attention may also be devoted now to 
differential prices and profits. It is their behaviour that detere 
mines the nature of profits; with the maintenance of the profits 
range; the cycle may not be said to exist. Cyclical fluctuations 
reflect profit fluctuations arising out of price fluctuations. In 
this respect must be analysed the trend of prices in the courts 
■of the general agricultural cycle. Pricing is the outcome of 
supply and demand, the demand for food fluctuates much less 
than the demand for other articles', even when incomes decline, 
the demand for the food is the last to be cut down. And the 
foodstuffs, usually, are highly perishable with the result that 
their supply could not be heightened in times of emergency, nor 
spread when required, nor stored except at a heavy cost. Conse- 
quently, the purchase of foodstuffs, could not be accelerated, 
nor postponed in accord with the changing circumstances of the 
consumer- In this context, it may be generalised on this basis 
that the demand for food is more or less inelastic, with the re- 
sult that the price of food rises. Price falls heavily as supplies 
increase, for food consumption does correspond to supply. With 
the recovery of incomes its demand does not rise, nor shrink 
with a fall injincome levels. And this analysis holds truer of the 
place where food habits are rigid as also its demand pattern. 
Doubtless, demand fluctuates in the industrial sector more fre- 
quently than in the agricultural sector, with the result that the 
‘supply holds the field here. In non-agricultural sector, these 
disturbances are countered by adjustments made in supply ; 
therefore, the price varieties are not many; prices can be more or 
less stable. But in agriculture, supply is also rigid, and demand 
-and supply seldom equal, the gaps in respect of the same are 
many and more recurrent here. Also tho cost structure is of an 
inelastic structure and the position in this regard is rigid. Thus, 
the farmers are worse off because farm supply does not respond 
quickly to short-period price changes, hence the peasants have 
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to be content with a low profit margin, which in the case of m 
clastic costs, is sometimes negative That is why the depression 
in the terms of incomes, prices and profits is the deepest in agri- 
culture The lingering effect of the cycle is explained by the 
fact that adjustments in supply position in agriculture are 
painfully slow to be made similarly those in regard to costs 
are also not possible in the short-period, or seasonally 

Agricultural Cycle A few words may be said to sum up 
the general impression about the agricultural cycle Crop 
cycles are in respect of individual and isolated crops but the 
they spread to other commodities, hence crop cycles, m the 
more important commodities may initiate general cycles 
Also cycles in agriculture are mostly combined cycles two or 
three cycles may combine to produce a cycle of severe intensi- 
ty A dangerous trend, it is fraught with grave consequences 
Cyclical disturbances, in the sphere of agriculture, are not of the 
same type as in industry, for the simple reason of the inflexi- 
bility of the conditions of demand and -upply their divergence 
and different ranges Still, not much is known about cyclical 
disturbances in the agricultural «ector, and of their nature, 
very precisely 

The Income Aspect This survey of cyclical disturbances in 
agriculture leads to the conclusion, that the income aspect of 
depressions and booms is more important than any other This 
is the real aspect of the cyclical disturbances to all intents and 
purposes , if the income of the peasant remains unaffected cycle 
may not be said to have disturbed him From the points raised 
in the foregoing, it may as well be concluded that income varia- 
tions are the only visible evidence of cyclical fluctuations for 
the peasant True, that income does not quickly respond to 
cyclical fluctuations, for the cost-price structure m the agricul- 
tural sphere is not so elastic, nor is the demand-supply situation 
so responsive, in agriculture, as in the industrial sector Still, 
one could safely follow the course of the cycle by tracing in- 
come variations Hence, to all intents and purposes, this is 
the one aspect that must be carefully followed by the analyst, 
for without this, it would hardly be possible to correctly visua- 
lise the intensity and the nature of the agricultural cycle This 
section studies this aspect of the question in its various aspects 
The impact ol population growth on income and its variations 
in the light of the population changes is followed, as also real 
income and its trends and improving technique on its effect on 
real incomes Regional differences, as reflected in income 
changes and the cost price variations, too are examined in this 
section 
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The Impact of Population. In this connection, attention to 
drawn to the impact of the variations in the ^pSSfon 
country in its effect on national income, with special reference 
to the agricultural sector. The increase of DODulafinn 
a greater pressure on land and the resultant low incomes The 
increase of population is not accompanied by an increase of 
the amount of the land under cultivation, with the result tW 
productivity could not increase proportionately, and also the 

of in ^ as i n g costs or diminishing returns bears upon this 

state of affairs. With higher numbers and with law P of dimi- 
nishing returns in operation the productivity of agricultural 
sector may also register a fall. But fact and experience of the 
ast century of demographic growth have not borne out the 
truth of this statement. In fact, productivity in the aer.cnl- 
ral sector has expanded to rale oat all fear of sta„atio„ E it Js 
recognised, that the human will to control numbers has been 
quite strong, in fact, strong enough to combat the growing 
pressure on land. This is how things have developed in the last 
century, with the result that the standards of nutrition or 

Ini* 8 DOt i mU - Ch n dCCl u nCd , in the agricultural sector, 

although the population has been snowing an increase in its rate 

of growth. Undemab y.the increase of numbers in the under- 
developed and the backward economies of the world has been 
responsible for the decline in their living standards. On the 

r *°J e 5 u a PP ears ’ Uk . el Y’ in th ? U S ht of the gloomy forebodings 
of Malthus that the increase of numbers may depress the living 
standards, as to outweigh the operation of the Increasing 
Returns in the industrial sector. This means that increase in 
number of the agriculturists may raise rents comparatively 
to real incomes, thus leading to an increase of tenancy It looks 
that this theoretical framework doe s apply to the backward and 
the embryonic economies, for all th eS e things have worked out 
in the same manner, as predicted by Malthus, but it must be 
clearly understood that a halt is being cried now, and things 
are improving. But left to itself. and with the prevalence of 
Laissez-faire in its most unrest r i cte d form, the doctrine of 
Malthus appears true- The demand may register an increase, 
and for the larger part of the poorer people (as per law of 
family Budget expounded by Engel) incomes may be spent on 
the necessaries of life, hence, the prices of 'agricultural foodstuffs 
and such other thiqgs may rise, thus lowering real incomes, 
iheretore, an increase of population, other things being equal, 
may bring about an increase in the cost of living and decline 
n real incomes. 


Peal Income. The questions are what happens to real in- 
comes, and how these are raised. It may be conceded at the 
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outset that real incomes rise as a result of technical efficiency 
in the agricultural system The same amount of goods and 
commodities in the agricultural sector is produced with a 
smaller quantity of factors of production, so that the factors 
“saved'* could be utilised for the production of other commo- 
dities and added to the total output, which may be available 
for consumption The le\el of real incomes is, no doubt, the 
most important factor which may determine the demand for 
foodstuffs and other necessaries of life If real incomes are 
low, satisfactions in respect of food and other necessaries of life 
would only be partial The demand for food, an absolute nece*s 
ary of life, is clastic in those countries.where poverty is below the 
subsistence level This is because the demand for food expands, 
when their incomes rise, and vice versa Iu the lowest income 
groups, the demand is only for the inferior quality of food and 
when income increases, the superior foodi are in demand Hence, 
with a rise of real incomes, the demand for the food rises quali- 
tatively Another fact is that with rising incomes, the demand 
is for divers types of foods, and not for the same standardised 
ones This is noticed even in the most backward countries, for 
people like to diversify their food consumption, with a rise in 
their real incomes In fact, the demand for all foodstuffs may 
expand, though at unequal rates With rising real income, the 
demand is satisfied and the exhaustion point reached This >s 
an important consideration to be reckoned with in this analy 
sis It may be observed that they continue to spend increasing 
amounts of money on food, for the shift is then from the clica* 
per stuff to the dearer one Hence, the probability is that 
the expenditure on the food may not rise with the 
rise in real incomes For cheap foodstuffs demand is hardly 
affected bv an increase in real incomes for the consumption of 
food, if of the cheapest variety, is essential to the maintenance 
of human life The demand for food may also be affected by 
the distribution of incomes The nature of demand for agricullu* 
ral food is smaller with unequal distribution of incomes The 
more equal the distribution of income, the greater is the demand 
for agricultural foods Real incomes have also to be viewed 
in the light of marketing costs, which are more or less of an 
inelastic nature It may be stated in the light of this that the 
amount paid to the farmers would not increase proportionately 
with the rise in incomes After all, farmer's real incomes 
may not rise And this may also be due to the increased mar 
keting costs, because of rising costs of distribution , goods have 
to travel farther, thus raising the marketing costs The deperr 
dence on the distributors and the middlemen on the part of 
the richer consumers increases , while the growth of cities also 
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tends to raise marketing costs. Consequently, the peasant’s 
participation in the real incomes may be not as high, as the 
rise in the real incomes, in the economy as whole. 

Improving Technique. The usual impact of improving tech- 
nique is to raise productivity and lower costs per unit. If 
the improving technique occurs in the agricultural arena, the 
result is the reduction of the costs of the produce; the price may 
also go down, while production raised, but at a lower cost. 
One need not analyse the cost-price relations at length, nor 
even the supply-demand relations once again, suffice to point 
out that this may depress prices of agricultural commodities. If 
invention and discovery applies to the whole field of agriculture, 
prices arc depressed all round, for the conditions of demand in 
the agricultural sphere arc more or less inelastic. Farmers 
would, therefore, receive a smaller price, for larger produce, 
than they did for smaller produce. This would continue, 
until the surplus resources and the surplus factors of production 
arc transferred out of agriculture to some other industry. Thus 
the point is reached when prices in agriculture fall lower than 
in industrial sector, when costs have been already reduced. If, 
however, the improvement in the technique has taken place 
outside agriculuirc, the demand for agricultural products is 
raised and the absorption of agricultural raw materials in 
industry and manufacturing is heightened. Increased incomes 
of industrial workers increase the demand for the agricultural 
products. But if the improvement in technique takes place_ in 
connected industries, or transport and distributive industries, 
there is a fall in the costs of agriculture, with the result that 
the margin asj between costs and prices is raised in agriculture, 
and more people may flock to it in the hope of earning more 
profits. Some occupational readjustment would be there. If, 
however, the improvement in technique is of a general nature, 
real incomes may greatly rise", and also the demand of industrial 
goods, more steeply than the demand for agricultural goods. 
The marginal costs in agriculture are reduced’, land is, therefore, 
cultivated less intensively, and labour tends to be shifted to 
industry. In short, an improvement in technique, generally 
speaking, raises real incomes. 

Immobility of Factors. The behaviour of different produc- 
tive factors is to be examined, in this respect. It may be 
pointed out that the shifting or the mobility of the productive 
factors is only an assumption which may be correct in the very, 
very long run. In the short period, or in the foreseeable period, 
the factors of production are comparatively immobile. And 
as between agriculture and industry, they are comparatively 
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immobile Capital being specific, could not be transferred to 
other uses, without considerable loss to entrepreneurs, it could 
be, however, transferred, when it has completely worn out and 
needs replacement Labour, too (when it has beco ne specials- 
ed) could not be transferred to industrial uses, without con- 
siderable dislocation, and labour, being a human element, could 
not be forced to move into other jobs it does not like It is 
only in the case of new labourers that mobility could be influence 
ed Family ties are important enough to be taken into account 
The difference in the earnings in different professions, does not 
reflect itself in the shift of labour, without a considerable 
difference in the two levels From industry to agriculture, the 
shift as easier for the simple reason that the industrial labour 
ers are more enterprising and less tied to their homes and 
hearths Agricultural earnings have been lower, for the 
impact of the technique has been more pronounced in the other 
sphere 

Regional Differences In the growth of technique, the 
adoption has been different in different regions with the result 
that agricultural incomes have been increasing at different 
rates Land varies both m productivity and location, the 
differences in regard to fertility of land and its accessibility 
are recognised One piece of land may be more suitable for 
the production of a certain crop than for another, lands may 
be specific in this respect Thus are stressed regional diffe- 
rences in the earning of agriculturists due to variations of land, 
productivity and situation Similarly, capital, which may be 
considered to be perfectly mobile as between the different 
uses in the long run, is also inextricably attached and invested, 
in a certain piece of land, and this may also cause regional 
differences The rise in real incomes may depress certain other 
incomes, at least of those whose products are less in demand 
Also, an improvement of technique may harm those regions, 
which still employ inferior type of equipment A reduction m 
transport costs damages the interests of those who are nearer 
the markets Mechanisation could only take place, generally, 
in large farms Again, improvements in agriculture in other 
countries may harm those who are producing the inferior stuff* 
But this leads to the question of cost-price variations, arising, 
out of differential regional costs 

Cost-Price Variations The regional differences reflect them- 
selves m the cost price relations in the different countries 
Some regions may produce at a lower cost because of the 
adoption of the latest technique, or because of the mechanisa- 
tion of farms, or because of the increase in the quality of the 
produce they grow These changes in the costs bring about 
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Tepercussions in other fields, too. The decrease of costs in a 
■country or a region increases its competitive power with the 
result that the real incomes tend to rise : its terms of exchange 
may also improve and be in its favour; consequently other 
countries and the other regions may stand to lose proportion- 
ately. A reduction in the costs of the produce which the 
country buys, could in the long run, harm only its own landlords, 
though it may benefit every one else. Thus the relative cost- 
price structure in the two countries is what we have to consider. 
The number of people, engaged on agriculture> is a sign of the 
comparative progress of the farming sector. But viewed only 
from the relative cost-price structure, it may be of interest to 
note that its incidence is different on the different sectors of 
the economy and the cost-price relationships have to be viewed 
from the angle of the agriculturists; comparative prosperity of 
the agriculturists is dependent on making the prices more 
remunerative and bringing the costs lower, so that the profits 
margin may be as wide as possible. 

Countering the Cycle . Attention is invited, in this brief 
section, to the efforts which may be made for countering the 
cyclical and other disturbances in the agricultural sector- The 
seasonal variations, and the short-term fluctuations are rather 
difficult to prevent, for these are unexpected. The only thing; 
that could be done is to adopt some ameliorative measures. In 
regard to the expected annual fluctuations, some precautionary 
measures could be adopted. The crops and the cyclical fluctua- 
tions may be prevented by the right remedies taken at the 
right moment. State policies are more effective than the ef- 
forts of the peasants, for these are only of an isolated nature and 
■calculated to promote individual interests. Out of all types of 
fluctuations, the crop and the cyclical ones are the most injuri- 
ous, and very costly in their incidence. 

The ''Cost” of Fluctuations. A brief account is needed of 
the “cost” of the fluctuations in terms of the economic loss and 
the hardship inflicted. In this connection, it may be stated, 
that they burden the peasant in the first instance because his 
resources get depleted. But this is not all, for the effects on the 
community are more deplorable still; it is put under heavy 
strain", the marginal firms may close down for want of raw 
materials, and unemployment both in the industrial and the 
agricultural sectors, would mount. Apart from this, the malady 
'may also prove to be disastrous for the community, the various 
fluctuations, experienced in the agricultural sector, can make 
it unprofitable: that is why agriculture is usually starved of in- 
vestment and capital, without which it can progress painfully 
slowly. And the costs are also in terms of upsetting the plans 
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for the improvement of the agricultural structure instead a 
deterioration sets in. and it means a retrogression in this sec 
tor, and then in other sectors of the economy 

Immediate Steps Some immediate steps may be advised in 
this respect As soon as it is noticed that the system is getting 
worse because of these fluctuations the state authorities should 
take upon themselves to adjust agricultural production to busi- 
ness, in order that price and income disturbances may be eli- 
minated, as far as possible The surplus farm production may 
be exported, especially in times of stress, in order to sustain 
the price level If the cycle is being * imported via cheap agri- 
cultural imports it maybe kept out with the imposition of stem 
trade and exchange control measures The role that direet 
adjustment in production plays should not be underrated Atten- 
tion should be directed to correcting the basic maladjustments, 
which bring disaster in their train The uneconomic exploita- 
tion of soil resources should be stopped for future conserva 
tion Arrangements should be made to enable the peasant- 
stockists to carry as large a part of the produce as possible by 
by the extension of storage facilities And lastly, low pro- 
duction. (in case overproduction has precipitated the crisis) 
may be compensated by the means of subsidies to farmers 
who fall in line with suggested solutions, and with state poli- 
cies 

Long Term Remedies But this may not be enough, for the 
long term remedies would be to eliminate the very causes of the 
trade cycle, and are more effective than the short period ones, 
They include enlargement of the size of the small family unit, 
which is most susceptible to fluctuations By enlarging the size- 
of the family units, the character of the agricultural under- 
taking is made less susceptible to agricultural fluctuations 
Better farming practices should also be introduced so that the 
costs of cultivation progressively decline, thus enlarging the 
profits margin And farm tenures may improve, for a large part 
of the produce and the return on the same, is taken away m 
the form of landlord charges, which must be cut down And 
then the marketing charges should also be made to conform to 
the produce and its value, that is, they be made proportionate, 
for it is the stability of these marketing charges, that is res 
ponsible for the chaos prevalent m the agricultural sphere 
And finally, there should be special improvement programmes 
for the depressed hreas 

Co operation and Planning Attention may be drawn to 
the last item that special programmes be undertaken for the 
depressed areas The twofold remedy is planning and co opera- 



PRINCIPLES OP AGRICULTURAL ECONOMICS 


687 


tion, with assistance from co-operative societies, the middle- 
man’s margin is eliminated, and the small and uneconomical 
character of the agriculture also countered. Planning (to be 
discussed in the last chapter ‘State and Agriculture’) is being 
increasingly adopted as the one remedy for ail economic ail- 
ments, in agriculture as well as in industry. Special attention is 
paid to the needs of the agriculturist and the stage of his deve- 
lopment: these considerations aid in eliminating wrong, mis- 
directed and redundant steps in planning. It may be said that 
the system of planning need not be the same for all the sections 
of the economy, for the fact may be that the agricultural sys- 
tem may be different in different regions and the planning pro- 
grammes adjusted accordingly. 

The Inference. From the above discussion of the remedies 
of cyclical distrubances, it may be inferred that the problem 
has only been explained in its many respects. Space does not 
permit us to detail the various steps that may be taken to 
remedy the agricultural cycle. One thing that may be said here 
is that no hard and fast line may be drawn as between the long 
range and immediate steps by the planner and policy-maker. 
The remedies, adopted to counter the cycle, must refer to the 
strict policies to be followed in the agricultural sector. It may 
also be suggested that the problem has to be attacked from the 
angle of the economy as a whole, for no economic problems 
could be solved piecemeal. It is to be emphasized that agricul- 
tural policies and planning must be fitted in the economic frame- 
work. 


Summary and Conclusions- The chapter under review has 
presented some important problems: it surveyed business fluc- 
tuations in theoretical framework from in the point of view of 
the analyst, the agricultural crises are also a part of these dis- 
turbances. It was found that though the climatic explanation 
may be applicable to the agricultural sphere, the real explana- 
tion lies in the nature of the agricultural fluctuations. Next 
were studied the many types of fluctuations: these were the 
shortperiod, the seasonal, the annual-, the crop and the cyclical fluc- 
tuations. The seasonal variations were relevant from the point 
of view of demand and supply maladjustments and the crop 
and livestock production. The annual fluctuations could be in- 
terpreted in terms of the variations in yield; crop fluctuations 
could be viewed in the light of individual crops. The last could 
precipitate the long-range cycle in agriculture, with the result 
that the cyclical fluctuations originate from the same. In this 
connection, it was slated that the income aspect was the more 
important part of the analysis’, trends of agricultural incomes: 
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impact of the population changes, behaviour of the real incomes, 
and effect of the improving technique, all these forces and fac- 
tors were taken into consideration Another section suggested 
long-term and immediate steps to improve agriculture and 
counter the cycle. In conclusion, it may be conceded that no 
Bingle explanation could be given of agricultural fluctuations 
It has to be admitted that the agricultural cycles may be most 
ly due to two important factors, firstly comparative tnclaittaty 
of the conditions of demand and supply m this sector, and 
secondly, the influence of the unpredictable forces responsible 
for agricultural production Another point in this context is 
the perishability of agricultural produce, coupled with the high 
costs of its storage 

It may be pointed out that the cost structure in agricul- 
tural sphere is quite inelastic this makes for the intensity of 
the cycle But it is the real incomes, that count in agricultural 
prosperity and also the exchauge terms, which determine the 
nature of real incomes Thus the exchange terms of the agri- 
cultural production have to be improved The most important 
immediate steps are outlined in a separate paragraph The 
long-range remedies, too, are not to be discarded though they 
have to be of the nature of precautionary and rejuvenating 
measures only But above all, the extension of co-operation is 
advised 
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and Finances ; Practices and Loans. Costs and Links ; Storage and Warehouse 
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gage and Short-Term • Financing the Co-operativos. Insurance Needs of the 
Farmers— Aims and Objectives ; Organisation and Operations ; The Forms of 
Insurance ; Insurance Finance. Summary and Conclusions. 

It is important to know what the various forms of finance 
and what the problems arising therefrom are, and how they 
influence the peasant and his calculation and long-term loans. 
All these find a place in this chapter as also the social and 
the legal aspects of loans. The problem is tackled from the 
point of view of the insurance needs of the peasant; farm insu- 
rance is now very much developed and is being introduced in 
agrarian economies. Loans for marketing of agricultural produce 
are also examined as also the rehabilitation loans. Also is 
surveyed the problem of co-operative credit. The problem is 
not important from the point of view of the peasant alone, 
but from the social and the administrative points of view, for 
the simple reason that the loans have a far-reaching effect on 
the social and economic body-politic. 

Introductory. This section deals with the problem from 
the angle of farmers’ needs and requirements. In the first 
instance, it discusses the needs of the peasant and then classifies 
the loans that the peasant negotiates, from several points of 
view* What are the different types of securities that he has 
to offer ? The mortgage and the personal credits are viewed, 

44 
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and then the sources and the effects of the same on the peasant 
as well as his resources and means to pay. What the rate of 
interests would be in this light, is the next subject. This prob- 
lem is concerned with the ways and means by which the 
peasants obtain the necessary funds for financing their agricul- 
tural needs, or for other purposes connected with their farming. 
This is an important subject of study, for it is a well-known 
fact that the loan needs of the agriculturists, are rather in- 
elastic. The loans may be negotiated for productive purposes 
which tend to increase productivity of agriculture for unpro- 
ductive purposes, or for wasteful purposes of litigation. 

The Need. Fromallpointsofview.it appears that farm 
credit is essential to the well-being of agriculture. Without 
adequate equipment land finance to buy the same with) peasants 
may only be wasting the land on which they work and also the 
resource they wish to exploit. A good credit system facilitates 
adjustment between those who have enough and to spare, and 
those who are starving for the lack of means. Not this alone, 
but a good financing system also provides the much-needed’ 
security and stability to the farming system. With the decline 
of landlord system and the rise of the peasant-ownership, the 
needs for financing of agriculture have become more pronounced 
than ever before. Landlords were men of means and could as 
well dispense with loans and borrowings, but the peasants have 
not the same long purse, with the result that they mostly lack 
the means with which to extend their agricultural system and 
tillage, to improve it and bring it to the up-to-date level. And 
then with the rise of the landless labour and the tenants, the 
plight of agriculturists is sad, hence the need for more money 
is felt. In the past, the financial considerations were not the 
only ones which weighed with the landlords; there were also 
the considerations of raising their status in the eyes of other 
people. The need for financing agriculture arises from the 
extinction of these landlords, and the emergence of the family 
farms instead. The family farmers do not have the same 
resources as the landlords, or as their farms may require. It 
is family finance on which most of the peasants have to depend, 
unless they borrow from other external sources. It is also a 
fact that the system of family farming and family financing 
often results in the maldistribution of the capital resources of 
the country, some farms being overcapitalised and the others 
being seriously under-capitalised. The capital resources of the 
individual peasants being limited by savings and inheritance, 
the limits of their finances sopn > 1 borrow* 

ings arc absolutely ^ ^ ^ 
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Classification. The classification of the loans and the 
borrowings is determined by the needs of the peasant. The 
financing of agriculture, therefore, is the problem of financing 
the small-scale family business, offering peculiar risks and also 
limited financial risks. Loans advanced to agriculturists are 
productive , non-productive and unproductive. Productive loans 
are used for the purposes of investment into productive purpose, 
while the non-productive ones do not have such a purpose about 
them. The unproductive loans, have a wasteful purpose, they 
are for litigation or for being spent on the evils of drinking, etc". 
Loans may also be classified from another point of view; 
specific and non-specific, the former being those which are for a 
specific purpose, e.g. fencing, or sinking a well, while the non- 
specific ones do not have any special purpose in view, the 
money borrowed may be spent for any odd purpose; whatever. 
Then there is another classification '• the loans for rehabilita- 
tion of farms, or loans for the improvement of agricultural 
procedures and operations, or loans for the purpose of house- 
building, or loans for any other such purpose. There are also 
loans for the purpose of marketing the agricultural produce; 
and these marketing loans are also significant from the social and 
the economic angle. Loans could be classified on the basis of 
the security offered ’. the secured and the unsecured loans; the 
land mortgage loans and the produce mortgage loans. Next classi- 
fication is from the source standpoint; co-operative loans, state 
loans and money-lenders' loans. But the most important classi- 
fication is from the point of view of the time factor; short-term 
loans, and the intermediate term loans, and the long-term loans. 
The short terms carry a low rate of interest, while the longer 
terms, a higher rate of interest : their incidence and burden on 
the farmer is high. 

Purpose and Uses. The purpose and the use of loans nego- 
tiated by the farmer is of significance, in determining the rate of 
the interest at which the loan is negotiated. If the purpose is 
unproductive, the interest rate is high, but if productive it is 
low. The purpose may be non-productive, for example, a loan 
negotiated for the purpose of a marriage or a social ceremony, 
which the farmer must have to perform, and that which is a 
social obligation for him, as, for instance, a funeral arrangement. 
The purpose and the use are generally the same, but at times, the 
the purpose may differ from the use : for instance, the declared 
purpose may be productive, while the real use may be non-produc- 
tive. This presents a complicated problem as when the loan is 
advanced to the illiterate peasant, who is hard • pressed for the 
same. It is responsible for the collapse of the solvent peasant. 
The purpose and the use must be the same, as a divergence in 
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and then the sources and the effects of the same on the peasant 
as well as his resources and means to pay What the rate of 
interests would be in this light, is the next subject This prob- 
lem is concerned with the ways and means by which the 
peasants obtain the necessary funds for financing their agricul- 
tural needs, or for other purposes connected with their farming 
This is an important subject of study, for it is a well known 
fact that the loan needs of the agriculturists, are rather m 
elastic The loans may he negotiated for productive purposes 
which tend to increase productivity of agriculture for unpro- 
ductive purposes, or for wasteful purposes of litigation 

The Need From all points of view, it appears that farm 
credit is essential to the well being of agriculture Without 
adequate equipment (and finance to buy the same with) peasants 
may only be wasting the land on which they work and also the 
resource they wish to exploit A good credit system facilitates 
adjustment between those who have enough and to spare, and 
those who are starving for the lack of means Not this alone, 
but a good financing system also provides the much-needed 
security and stability to the farming system With the decline 
of landlord system and the rise of the peasant-ownership, the 
needs for financing of agriculture have become more pronounced 
than ever before Landlords were men of means and could as 
well dispense with loans and borrowings, but the peasants have 
not the sdme long purse, with the result that they mostly lack 
the means with which to extend their agricultural system and 
tillage, to improve it and bring it to the up to-date level And 
then with the rise of the landless labour and the tenants, the 
plight of agriculturists is sad, hence the need for more money 
is felt In the past, the financial considerations were not the 
only ones which weighed with the landlords, there were also 
the considerations of raising their status in the eyes of other 
people The need for financing agriculture arises from the 
extinction of these landlords, and the emergence of the family 
farms instead The family farmers do not have the same 
resources as the landlords, or as their farms may requtre It 
is family finance on which most of the peasants have to depend, 
unless they borrow from other external sources It is also a 
fact that the system of family farming and family financing 
often results in the maldistribution of the capital resources of 
the country, some farms being overcapitalised and the others 
being seriously undercapitalised The capital resources of the 
individual peasants being limited by savings and inheritance, 
the limits of their finances are soon peached, therefore borrow- 
ings are absolutely essential to them, as individual resources 
and reserves would soon exhaust 
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Classification • The classification of the loans and the 
borrowings is determined by the needs of the peasant. The 
financing of agriculture, therefore, is the problem of financing 
the small-scale family business, offering peculiar risks and also 
limited financial risks. Loans advanced to agriculturists are 
productive , non-productive and unproductive. Productive loans 
are used for the purposes of investment into productive purpose, 
while the non-productive ones do not have such a purpose about 
them- The unproductive loans, have a wasteful purpose, they 
are for litigation or for being spent on the evils of drinking, etc'. 
Loans may also be classified from another point of view; 
specific and non-specific, the former being those which are for a 
specific purpose, e.g. fencing, or sinking a well, while the non- 
specific ones do not have any special purpose in view, the 
money borrowed may be spent for any odd purpose; whatever. 
Then there is another classification : the loans for rehabilita- 
tion of farms, or loans for the improvement of agricultural 
procedures and operations, or loans for the purpose of house- 
building, or loans for any other such purpose. There are also 
loans for the purpose of marketing the agricultural produce; 
and these snarketing loans are also significant from the social and 
the economic angle. Loans could be classified on the basis of 
the security offered : the secured and the unsecured loans; the 
land mortgage loans and the produce mortgage loans. Next classi- 
fication is from the source standpoint; co-operative loans, state 
loans and money-lenders' loans. But the most important classi- 
fication is from the point of view of the time factor; short-term 
loans, and the intermediate term loans, and the long-term loans. 
The short terms carry a low rate of interest, while the longer 
terms, a higher rate of interest : their incidence and burden on 
the farmer is high. 

Purpose and Uses. The purpose and the use of loans nego- 
tiated by the farmer is of significance, in determining the rate of 
the interest at which the loan is negotiated. If the purpose is 
unproductive, the interest rate is high, but if productive it is 
low. The purpose may be non-productive, for example, a loan 
negotiated for the purpose of a marriage or a social ceremony, 
which the farmer must have to perform, and that which is a 
social obligation for him, as, for instance, a funeral arrangement. 
The purpose and the use are generally the same, but at times, the 
the purpose may differ from the use : for instance, the declared 
purpose may be productive, while the real use may be non-produc- 
tive. This presents a complicated problem as when the loan is 
advanced to the illiterate peasant, who is hard pressed for the 
same. It is responsible for the collapse of the solvent peasant. 
The purpose and the use must be the same, as a divergence in 
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them may lead to bad debt*, which ate ultimately responsible for 
diverse agricultural evils attendant upon these loans if they are 
misused In order to guard against the abuse of credit in the 
agricultural sector, the creditor must make sure that the purpose 
and the use are the same, or the abuse of the credit may come 
about This is why the banks and the other specialised institu- 
tions lend in instalments, for they keep a watch on the way m 
which the money is spent by the borrower This ensures iden- 
tity of uses and purposes for which the loan is negotiated In 
fact, some practical difficulties do arise out of this effort, because 
in the agricultural sector, the uses to which liquid money could 
be put are so many and so varied, that it is impossible to dlstin 
guish as between themselves That is why such a watch is not 
possible on the usage to which the loan is put by the peasant 
Another method of ensuring the identity of use and purpose is by 
making loans in the form of the equipment of some other specific 
form, so as to ensure that the farmer makes use of commodities or 
the equipment lent to him for the purpose for which it is requir- 
ed Suffice it to observe that it is required that there be identity 
as between the usage and purposes 

Types of Secunltes In this connection, it may be well to 
enumerate the types of the securities which the peasant may have 
to offer in exchange for the loan he wants to negotiate The 
security is generally land that he cultivates Also there is personal 
credit, i e , the security of the farmer himself A loan is advanced 
by the lender only to those peasants whom he knows well, and 
whom he could trust to repay it This is, therefere, a loan which 
is usually advanced on high rates of interest in the light of analy- 
sis in an earlier chapter “Distributive Aspects” Long term credit 
is used for the purpose of effecting improvements in the land it 
is also productive credit, which is used by the peasant Personal 
credits are negotiated for purposes, non productive and unproduc- 
tive, usually, though this may not be regarded as the general rule 
Personal loans are also negotiated for a purpose other than the 
declared one Another type of security is property offered by a 
peasant The loan against a collateral security carries a low rate 
of interest, though the rate of interest may (?) be higher than the 
one which is advanced against the security of land Sometimes, 
secutity offered may be in the form of gold and bullion, in which 
case the rate of interest may be low, for this secutity is highly 
liquid, negotiable end trustworthy too In times of falling land 
prices, the security is usually offered in the form of bullion and 
gold ornaments With a rise in the personal incomes, the personal 
secutity may be welcomed by the lenders 

Mortgage and Personal Credits Mortgage credits are used for 
he purchase of land and building* and also for making permanent 
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improvements in land and in the region where land values are 
high. Personal credits are used for other purposes, mainly for 
short terms; generally for the one specific purpose of satisfying 
personal needs and requirements, for the family. This form of 
credit is common. But allied to this is the fact that the collateral 
farms are also in use where the valuation of the farm property 
justifies these. Mortgage credit is usually supplied by specialised 
agencies and not by individual creditors. This distinction is to 
be borne in mind, for it would serve some useful purpose when 
dealing with more detailed and complicated analysis, but suffice 
it to point out that this form is essential to the successful pursuit 
of farming; but it requires some specialised and expert staff to 
Assess the value of land, both in the present valuation and also 
prospectively speaking, an individual lender may not be so quali- 
fied or experienced as that. Personal credit' is what they encour- 
age. 

Sources and Effects ■ In this connection, attention may be 
diverted to the sources of farm credit. The farmer has many 
sources to fall back on ; first and foremost is the individual who 
is usually the moneylender and the most important person in the 
village credit organisation. His resources are limited and he 
does not lend indiscriminately. And this source of credit provides 
long-term, intermediate and long-term credit. More common in 
the older communities, it is likely to be of a local character, and 
is confined to local communities, only. The next important source 
is the “merchant”, who may lend on the secur'ty of the produce 
or the crops. The merchant is interested in buying farm produce, 
or in selling farm products. This source is, therefore, inclusive 
of such persons as the country merchants, the manufacturers and 
the processors, the livestock dealers and breeders, commission 
agents and the grain dealers and the produce dealers. Most loans 
advanced are for the short-run and the intermediate terms. The 
purpose of the loans is also specific; usually, they are advanced 
for the purpose of buying farm machinery, or for building a barn. 
In the new colonised communities, this source is of great impor- 
tance. Next source is connected with banking institutions, the 
local banks : they are confined to the secured types of loans, for 
they could not give such loans as may be unsecured. The loans 
may be usually for short and intermediate terms. Insurance com- 
panies advance loans in the forms of real estate mortgages, and so 
also the savings banks, which in England have invested a large 
part of their savings in the real estate and the farm enterprises. 
But apart from their operation in that particular region, these 
banks have a limited and narrow range of operation. Next source 
of finance is specialised agencies like finance companies, land banks, 
and state agencies. Finance companies give money, or equipment 
on hire-purchase basis while land banks give loans on the basi* 
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of land securities, they make the land mortgage loans State 
-agencies are daily becoming more important for the simple reason 
that they are manipulating more in the field of the rural finance 
actively In India, the taccavi loans are given by the state to the 
peasants, for the purpose of overcoming an emergancy In the 
next place are the co-operative agencies, the co operative credit 
societies are dealt with in a separate section This description of 
the various loans agencies has to be borne in mind in order to 
understand things 

Farm Credit and Rate of Interest Interest is payment for 
the use of credit, the borrowed money And the rates of the 
interest reflect the demand for capital and its supply, while a rate 
may be heightened by the fact of loans Therefore, the nature 
and the purpose ot farm credit also determines, to a great extent 
the rate of interest, which the peasant is to pay A credit system, 
which lowers the rate of interest also increases the value of the 
farm credit, is influenced by the rate of interest at a lower 
interest rate the utilisation of loans is more liberal, while at a 
higher interest rate, the utilisation would be restricted Whether 
it is the restriction of farm credit, or its facile issue, that is better 
from this new point is yet undecided It could only be said that 
facile credit may be misused by the illiterate peasant, who may 
waste away money borrowed on such easy and facile terms, 
hence the issue of the facile credit may harm those com- 
munities where the number of illiterate and unprogressive peasants 
predominate over others Alternatively, rate of interest could 
also be said to be determined, not so much by the forces of 
demand and supply as by those which arc of institutional nature 

’Differential Financial Needs Financial needs determine to 
a great extent the range of the credit in the community There 
may be differing needs of the farmers, according to long term 
variations ih the agricultural sphere, of cyclical changes in the 
farming sphere, and price-cost relations according to the indivi- 
duals, or the range of the accumulation in the hands of the 
different peasants or different institutions All these differing 
needs accord to above-mentioned fluctuations and cyclical dis 
turbances in the modes of farming This analysis, mainly 
descnpmve in its content, is also analytical in certain respects 
The needs vary according to the individuals and their farms and 
also their own cipacity to borrow Also, it may be stated that the 
generalisations made in this section, would not be much appli- 
cable, as variations in individual needs are pronounced 

Long-Term, Variations Long-term changes may be in respect 
of prices These changes influence the rate of the interest and 
also the extension of credit Prices, expected to rise, would mean 
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that the peasant likes to invest more in the -present so as to 
benefit to the fullest by the prospective rise of prices, by 
offering both a higher quantity of the produce as also a better 
quality of the same. Thus -with the prospects of prices falling, 
the present investments may also decline and the peasant may 
not be enthused by the trend and may not like to risk increasing 
his liabilities at present, for in the future he may not be able to 
repay the same, and therefore, to mount his current obligations. 
In case, he expects price and production trends to be on the 
incline, he need not be afraid of the repayment -which he would 
have to make, for then the price-cost margin may be high, and 
the repayment easier, too. In this context the borrowing needs of 
the peasantry vary with the long-term changes expected in the 
sphere of the peasant’s activities, and within the range of his pro* 
duction. But the peasant may not be so calculating as that, and 
it may be lender who may be more calculating from this point of 
view, and take into consideration, the price trends, so that he 
does not lend money, and run the risk of making the loan a bad 
debt. 


Cyclical Changes . Attention may also be focussed on cyclical 
changes, which may as well characterise agricultural production. 
In this connection may be distinguished the productive and the 
unproductive trends in farming, for the unproductive need of the 
peasant may as well remain inelastic for the peasant and thus the 
subsistence and the family farmer may be unable to meet his both 
ends, and therefore he may require more money for unproductive 
purposes. The total requirement and the total amount that he 
would require, would depend upon the ratio which the unpro- 
ductive debts bear to the productive ones. If the productive 
debts bear a large ratio to the total debts (to be negotiated! the 
peasan* would require more money in the times of boom ; while 
if the requirements in respect of unproductive debts are heavy, 
the needs of the farmer in depression may be as inelastic as be- 
fore, and the needs in the times of the boom, not so high, and he 
would not be much in need of the loans and borrowings. Thus 
we come to a conflicting conclusion in this matter, in regard to 
the proportions of debts. In India, this has been true, for in 
times, of recent post-war boom, the credit needs of the peasants 
declined, for the simple reason that the Indian farmer is always 
in need of unproductive debts and his demand for productive 
debts very elastic. Another aspect of the question to be noticed 
is that most critical phase is when the price trends and the 
cyclical changes occur, for the time when these changes occur is 
the most opportune one to the peasants to discharge their obliga- 
tions. Then the volume of the non-agriCultural products influenc- 
ing economic conditions in the country has also to be taken into 
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account, for non-agncultural production affect* the volume of 
employment which affects the money incomes (of the 'workers) it l* 
thus indirectly that cyclical changes in the non agricultural sector 
affect incomes of the peasants Farmers may not be able to adjust 
to the declining incomes in the industrial sector, or they may 
fail to respond to business fluctuations and their demand for 
credit may be consequential on the behaviour of prices The 
decline in the demand from the industrial sector in a depression, 
may depress agricultural price, with the result that the demand 
for the productive ctedit shows a decline, but the demand for the 
unproductive ctedit registers no variations It may also be pointed 
out that the agricultural cycle in respect of individual commodi- 
ties, also influences the credit needs of the peasant, and the 
analysis is of a similar nature 

Prtce-Cost Change! Puces of various goods and products do 
not move together, and with their differing movements, the price- 
cost range is also affected accordingly The relationship as 
between prices and costs has to be assessed for it is these relation- 
ships that determine the profit In the periods of rising puces 
the profit margin increases, while in the period of declining prices 
the profit margin is considerably reduced From the standpoint of 
farm ctedit, it may be wise to avoid undertaking heavy obliga- 
tion in times of temporary high puces on the farm, as is in timet 
of declining prices The price-cost relations may undergo cyclical 
changes , the changing technique may also depress the costs and 
thus increase the profit margin, with the result that the demand 
for productive credits may intensify, for the purpose of installing 
equipment in pursuance of a policy of modernisation of farm 
productions In the initial stages, the higher costs of the installa- 
tion of the equipment (and this equipment is also rather costly) 
require the costs of farming to be raised necessitating the nego- 
tiation of higher loans This the peasant does very willingly for 
his expectation is that he could repay the debts soon, as the pro- 
fits margin is wide In the matter of unproductive debts, the 
demand for which is of an inelastic nature, these considerations 
do not weigh much, for the reason is, that theprofit margin being 
reduced, demand rises for money to be unproductively spent, and 
the peasant wants more and more money for the same purpose. 
Thus the price-cost relation is of some significance for the needs 
of the peasant for both types of debts, the productive and the un- 
productive ones But the demand may not be solely determined by 
the range of the price-cost difference and the profit margin, as 
other personal considerations, also weigh with the peasant and these 
considerations are more important to the peasant than any other 
considerations Also price-cost differentials may not be the 
same. 
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The Tenure Differences . The credit needs of the landlord 
are not the same as those of the peasant occupier, the tenant, or 
the landless lebourer. There are the croppers who do not supply 
anything bayond the labour they put in; then there are the ten- 
ants, who work on some contract basis or furnish part of the ope- 
rating capital; the part owners, who are owners of a part of the 
land they till; and the peasant owners, who occupy, till and own 
the land, which they cultivate. It may also be pointed out that 
the landlord does not need any capital for even if he is a partici- 
pating and active landlord, he has sufficient resources for invest- 
ment in the farm. The advances made to the landlord would be 
on a different basis, for there are the personal and the collateral 
securities, which he could offer and also has lending agencies 
open to him. The financial requirements of the operator would 
obviously vary with the group in which he falls. Of course there 
are the border line cases, which could not be classified thus; that 
depends on the nature of the contract, which is made between the 
tenant and the landowner, for the landlord may be agreeable to 
supply most of the equipment, and in that case, he would not need 
much money for the purpose of production on the farm. It may be 
pointed out that financial requirements vary according to the- 
security that the operator has to offer : in the case of the landlord 
the security is sufficiently large to justify large needs, while at 
the other extreme, the lack of the security may be responsible for 
the restriction of credit. Thus the landless labourer could not 
pitch his needs far high, while the tenant, may also not be able to 
do the same. It has to be understood that the position is not so 
easy to analyse, in accurete details, for the point is that the varia- 
tions asising out of land tenures, could only be of vague interest 
to the needs for capital and credit requirements of different class- 
es of tenants. In a fluid state (as for instance, during the aboli- 
tion of zamindari in this country), the credit needs of the erst- 
while tenants would expand for the simple and understandable 
reason that the peasant has to start on a venture into which he 
has been only working at the directions of the landlord. Thus the 
stage at which a certain tenure is operative determines the need 
for credit. 

Individual Variations. The mo t important determinant of 
credit needs is individual variations on the part of borrowers. 
With certain peasants and borrowers the need for credit may be of 
an elastic nature. Individual resources determine the credit-worthi- 
ness of the peasant, for as Mr. Darling contended credit rises with 
a rise in the creditworthiness of the peasant. Thus it may be 
that the spurt of prosperity may end in making the peasant more 
indebted than before. This is not a desirable state of affairs. If 
financial and the other resources of the peasant are low, his needs 
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for credit would be very high and he would go in for a much 
higher loan than otherwise, he would think m terms of the money 
that he needs Attention may also be drawn to the fact that the 
tatio of the productive to the unproductive debt also determine* 
his credit needs If the peasant is addicted to unproductive borrow- 
ings, and his expenditure is of the unproductive and wasteful 
nature, he would not be able to adjust h!s borrowing needs to the 
fluctuating fortunes of his farm, but on the other hand, produc- 
tive borrowing forms a large part of the farmer’s total borrowings, 
the demand for the same would be elastic and also adjustable to 
his income Another thing to be considered is the farmer’s out- 
look, if his outlook is not progressive, he is tied to unproductive 
debts and is usually in debt for he is stuck up in the vicious cir- 
cle of accumulating debts, but if the outlook is progressive the 
peasant would not undergo such liabilities as might involve him 
in unproductive debts, but such liabilities as would be repayable 
and bring about a return in the form of increased production An 
ambitious peasant Would like to improve the standard* of living 
of his own self and the family, and to this end he might be inclin- 
ed to exploit the facile credit and thus have an inelastic need for 
credit open to him This is another variant 

Capital Accumulation Capital accumulation is attended with 
certain hazards in rural areas If and when the village has big 
landlords, the process of capital accumulation results in loan 
being locally available The readiness of the professional lender, 
for whom money had no other use except to be lent, means that 
the capital needs of the peasant also extend unproductive ends, 
and are thus of an inelastic nature In this regard, the process 
seems to have been reversed recently because of the strict agra- 
rian legislation that is on the anvil for some time This legisla- 
tion has tended to remove inequalities of wealth by heavily taxing 
landlords and other persons who had accumulated capital on an ex- 
tensive and large scale Consequently, the needs of the peasants 
have also become quite elastic and the element of the unproduc- 
tive debts has been on the decline This is not an unhealthy 
sign, for the fact is that with the restriction of farm credit, or 
only from the non personal and the institutional sources, the un- 
productive element has tended to be eliminated Another point 
relates to the accumulation of capital on the part of the co opera- 
tive credit societies, and this source too, is responsible for weed- 
ing out unproductive needs on the part of the peasant The ac- 
cumulation of capital on the part of the individual peasants de- 
pends on the profit margin, with a higher profit margin lowered, 
the accumulation is slowed, but this depends on individual tastes 
and inclinations of peasants 

Lending Liinitt It may be pettinent to enquire into the lend* 
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ing limits in respect of various borrowers. These are limits to 
•which the individuals and the institutions may lend to peasants. 
This is a vague statement and one which could be applied to all, 
who specialise in the business of lending. They would lend only 
when they think that -is safe and within limits. The principle 
is formulated in the light of experience, gained in lending by 
various institutions. In the first instance, the lending limits are 
determined by investing prospects in respect of certain institutions 
and their circumstances. The peasant is the residual borrower, 
except in the case of the money-lender and the local institutions, 
like the co-operative credit societies, who do not lend to anybody 
else but to him. 

Individual Lenders. For individuals, the lending limits are 
determined by resources that the individual has and the financial 
requirements of his business. The business of the moneylender 
is that of lending; hence the amount of money available for lend- 
ing purposes is the total sum he may have. In his case, the limi- 
tation is imposed by his resources, earmarked for this purpose. It 
was because of this fact that the moneylender in the Indian villa- 
ges, could lend without the same limits as were imposed on the 
co-operative society, with which he competed successfully. Two 
considerations may be borne in mind when talking of the limits 
to which the individual lenders could lend. In the case of the 
secured loans the limits are determined by the amount and the 
nature of the security, but it is usually the unsecured loans that 
the individual lenders extend, hence the restriction imposed by 
the nature of the security is not applicable in this case. 

Banking Institutions,. In the case of banking institutions 
lending limits are imposed by certain other considerations. In 
the first instance, their credit is limited by the amount of resour- 
ces, which in turn are determined by the amount of their depo- 
sits which usually depend on the surplus funds of the community. 
Another limitation is imposed by its lending policy which is gov- 
erned to a great extent by the central banking institutions and the 
general economic climate in the country. The funds available for 
the purpose of lending are determined by the size of cash reserves 
deemed necessary for banking purposes. Another limit is set by 
the amount of investment made in a certain place or an indus- 
try; this is more or less constant for banking institutions, still, 
the extent to which it has invested money in the above manner 
tvould detract from the amount available for the purposes of lend- 
ing to peasants, for as pointed out, the peasant is the residual- 
borrower, and the institutions give preference to other borrowers 
rather than to them.. ' In this context, it may be pointed out that 
tho residual funds, available for the purpose of lending . to pea- 
santry are determined by the amounts' invested in securities and 
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bonds And in the first instance, the limit is to be determined 
by the availabilities of funds that it conld have at its disposal, 
and in this connection, it may be suggested that the total amount 
may as well be determined by the amounts that it could borrow- 
from other institutions, too In regard to the amounts to be lent 
locally, the two divisions would be the mortgages and the short- 
terms This means that the mortgages could only be made out of 
funds which are not subject to current withdrawals The amount 
it could lend to the local peasantry, for the mortgages, especially, 
is determined by the nature of the depoits that the banks re- 
ceive, if they have a high proportion of the funds which are in 
the nature of fixed deposits, they could lend a larger amount in 
the form of mortgages, and if the amounts received m the form 
of deposits are of current nature, the amounts available for the 
mortgage investments are lower If the amounts received by the 
bank are of the predominantly time deposits, the amount avail- 
able for the short lending are proportionately increased 

Credit Corporations Credit corporations depend on deposits 
for the funds from the public They would only lend within 
safe limits, and their loans are of the nature of the secured loans 
They have a lending limit, which they would not cross ordinari- 
ly They lend on the security of crops and, generally, for the 
purpose of marketing Most of their loans may be of the nature 
of the current loans, and not mortgage ones as their advances are 
out of the borrowing they make from the public But if they 
advance for long term, this is m the forms of credit accounts, or 
in the form of instalments, so that they could keep an eye on how 
the money is being spent The cost of their loans depends on the 
type of security offered, and also on the rate on which the corpo- 
rations themselves borrow money from the public In fact, credit 
corporations are not an important source of credit m villages 

Land Banks The land banks are another source of rural 
credit These banks give credit on the basis of land as security 
Their limits may be fixed by law, and the banks cannot cross the 
limit But these banks may lend within limits imposed by the 
availability of lands as security which the farmer is willing to 
offer Lending limits are determined, indirectly by the nature 
of the land, for the loan may be advanced on its evaluation carri- 
ed out, by experts It is a lending institution for long-term credit 
and for the purpose of making long term improvements in land. 
Hence the readiness of the bank, notwithstanding, the amount 
to be lent, would be dependent on the type of the peasantry and 
the outlook they have towards the problems of land development. 
The inference is that in the case of pure tenants, who have no in- 
terest in the permanent developments on land, the amounts which 
they borrow for the purpose are small, on the other hand, th« 
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^mounts which the peasants requite for the same purpose, are 
^higher, for they would like to make greater investments in their 
banks. But hanks have usually no deposit liability for they lend 
to the members and out of the funds and contributions; they are 
usually co-operative institutions. And to the extent they lend 
out of the members’ contributions to the members, they have the 
limit imposed upon them by these funds. 

State Agencies. In this case, the amount to be lent is not 
limited, for the fact is that the state could lend any amount in 
consistence with its budgetary outlook. If the budget permits, 
it can make larger loans to agriculturists. It is in few countries 
that the farm credit has been nationalised, and even in these 
countries, the budgetary limits could not be crossed : these limits 
are imposed by the allocations of money between the different 
heads of expenditure ; priorities and policies. State lends for 
specific purposes. Lending may be direct as well as indirect ; 
direct , when in the form of advances made to peasants, for the 
purpose of making improvements or rehabilitating themselves 
and their farming, or tiding over emergencies ; indirect when for 
the purpose of farm relief, and of remissions of the land taxes and 
the water rates, for the time being, or temporarily, or the suspen- 
sion of the same, for a certain period. It all depends on the 
gravity of the crisis that is sought to be tided over and the gene- 
ral policy of the State, with reference to the system of agricul- 
ture. 


Bases of the Existing Credit ■ Analytically, the existing credit_ 
structure is based on the fact that the peasant is a residual borro 
wer, except in the case of local lenders, who have no othe r 
avenues for their surplus money, and could conveniently inves* 
in the local peasantry, whom they have known for long period* 
and whose repaying capacity they could adjudge. In this case* 
the loans may be unsecured and personal, but in all other cases, 
they are mostly secured^ collateral or mortgage ones. All these 
lending institutions use their own invested capital in order to 
attract funds from others, with which to increase their earning 
assets, the state and the semi-state institutions excepted. All 
financial institutions maintain their own stability intact, and 
would not like to lend beyond limits, imposed upon them by their 
own experience. The stability of the institutions requires that 
the invested capital be able to bear the shocks of bad debts and 
the other emergencies. Their earnings are influenced by two 
things : firstly their ability to maintain the high ratio as between 
the funds, the liabilities and the assets ; and secondly the profit- 
ableness of the investment and the security of the loans made ; 
the higher the ratios of the loans to the invested capital, the 
more profitable the lending. 
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Personal and Financial Limits The lender is interested to 
miking a loan, which is repayable to him without any difficulty, 
and in having a good rate of return on the investment If possible, 
the loan should have some degree of liquidity about It so that 
in times of stress the loan could be easily collected Similarly, 
the borrower prefers such borrowings as could be negotiated in 
any emergency, and at a reasonable costs Of course, the facilities, 
in regard to repayment should be the most favourable to him 
These conditions are ideal, but hardly found in actual practice. 
Still, they provide the basis of loans and borrowings Reduced 
of bare elements, they are twofold, the personal and the financial 
Itimts and the ability to repay It may be pointed out that the 
personal reputation of a borrower is an important factor to be 
taken into consideration by a lender* when making a loan What 
is his reputation for repaying debts, he incurs ? And what is 
his method of repayment ? Such reputation is derived from his 
past records in this respect His present performance is a basis 
tot future lending The financial habits of the borrower are taken 
into account Of course, the past record may be with reference 
to the financial status of the borrower, which is chang 
tng with the changing fortunes of the farming business The 
financial basis is more important than the personal one From 
the point of view of the lender, the financial assessment must take 
into account the net worth of the accounts position, that is, the 
difference between the assets and the debits which the borrower is 
under The position should be positively on the side of the assets, 
that is the net worth should be positive and not negative 
similarly, the current assets and liabilities have to be taken tnto 
sccount, and the present net worth The financial condition is 
assessed by the general nature of the indebtedness of the borrow- 
er, the character of the real estate, including land which the 
borrower has It may be repeated that the financial basis is the 
most trustworthy 

Secunhet and Guarantees Specific securities influence tW 
extending of loans to the peasants As pointed out earlier the 
collateral securities are taken into account they represent 
tangible property or the pledge of some bonds or the receipts ot 
the grain or the crop m the warehouse All these securities 
provide the financial basis of loans Specific securities are taken 
into account when making loans, especially the short terms la 
long term loans the collaterals take the form of real estate mort* 
gage The reasons for accepting collaterals are quite self evident, 
peasant gets the loan on easy term while providing the lender 
with a tapgible security, convertible into cash, as and when the 
loan becomes a bad debt Secured loans have the disadvantage 
of being expensive they require more formalities on the part of 
both the parties, for the collateral has to be pledged to the lender. 
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this is a complicated procedure. But there is the advantage of 
having a security which may be self-liquidating. But it must be 
remembered that all farming operations could not be financed on 
the basis of collaterals alone ; firstly because farmers, especially 
the poorer sorts and the tenants, may be lacking in such a securi- 
ty ; secondly because it may be difficult to offer a collateral in the 
form of the crops when the harvesting and the marketing seasons 
are over ; thirdly because, the farmer may have already pledged 
his property for a long, term loan ; fourthly because, the security 
offered to the lender may not be acceptable to him, and lastly 
because there may be legal difficulties in the pledging of the 
security offered. Tightening the loans is the consequence, with 
the inevitable rise in the rates of interest. There is the method 
of guarantees, by others : endorsement may be made by the 
co-peasants on the loans of the peasant there endorsements 
make the -endorser liable for the debts of the borrower- This 
sort of endorsement may be required by a banking institu- 
tion, a financial house, or even an individual lender. The 
endorser is person of known sound finance and is usually a 
landlord- 

Ability to Repay . If the lender has the least suspicion 
that the peasant-borrower is unable to repay the loans advanced 
to him, he would not go in for the transaction. He would 
rather not lend, than sec his debt becoming bad. It is, there- 
fore, another limit and the most important one, both for the 
borrower and the lender, as awise borrower should not borrow 
if his ability to repay is poor. In this connection, it may be 
pointed out that it is difficult to calculate the ability to repay 
or to accurately assess it. With intelligent borrowers and 
lenders, this fact is always present and limits borrowing. Only 
in exceptional cases, when the collateral is sound and the other 
circumstances of making good the ability to repay may be 
ignored and the other factors supersede this. But this case 
is exceptional and mostly the ability to repay is a potent 
circumstances for limiting loans* Ability to repay may also be 
determined by net income, after the operating and the living 
expenses are met. It influences such other factors, as the 
productivity of the peasant and the farm, the location and the 
marketability of the produce, i. e., the net income from the 
farm, the nature of crops and the farm property. In this connec- 
tion, a calculating lender may also consider the stage in 
which farming is situated, for that also effects the ability, to 
repay. If the price trend is to the downward the best intention 
of the borrower may not enable him to make the payment. And 
finally, if the cost of living is out of proportion with the 
current incomes of the family, the ability to pay could not 
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remain at a high level, even when the peasant had started off 
•well The ability to repay is also determined by the financial 
and psychological habits of the peasant The final difficulty 
in getting the loan repaid, may be minimised if the prospective 
lender looks at the ability to repay in respect of the future 
trends of the above factors Ability to repay is calculated in 
respect of current loans, and long-term loans In regard to the 
short terms it is the current incomes, which may be taken into 
account, while m the long terms, it is the financial soundness, 
coupled with the above factors that may be considered Also, 
the profit margin, both at the present moment and prospec- 
tively, influences the ability to repay the loans Still another 
factor is the sale value of the land, important m long run 
mortgage loans, and not the current one To sum up, the ability 
to repay is based on several considerations 

The Risk Factor Farming is a hazardous job, attendant 
with several risks Hence this aspect of the problem also in 
vites the attention of the peasant and the lender The risk factor 
is potent in determining the rate of interest, for as pointed out, 
in an earlier chapter the rate of interest varies d « 1 with the 
element of risk if the loan is being invested in 
an undertaking is an experiment of a hazard 
of nsk, attendant upon the loan, is 
quence, that a borrower gets money only-* 
while a lender may think many times 
factor determines the range of in 
dertakmg it is a matter of common 
cultural undertakings are usually starved 
could make them sound The limits to 
the agricultural sector are 
most important factors, which the 5 
the ability to repay the loan (and 
repayment of the loan) and the risk f 
Social Aspectt This section ex 
both the short term and the r 
have the r social aspects A study 
for without that this study «v 
are the sources of short-term loans ? A 
tions of the same, as far as the social 
the long"term capital move into the 
what implications ? And with w* 
wise use of credit ? And what 
peasant, and more important ** 
approach in this section is mainly 
Short Term Loan Among the ^ 
ing, the individual lenders are easily 
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with the institutions, following next. There are loan agencies 
and credit corporations. Broadly speaking, loan capital tends 
to accumulate in the community, when local resources are well 
developed, when income is surplus, when saving results from 
the thriftiness of the people, when rising prices persist, or 
when there are institutions encouraging savings and also 
opportunities for saving capital. All these factors may act 
•simultaneously, or in isolation. To the extent they act in 
concert, the accumulated capital is available for the purposes 
of investment and lending. In this connection may also be 
considered the demand for short-term loans and the conditions 
therefor. In the first instance, the demand arose out of 
the needs of the new colonies or the undeveloped areas ; the 
Punjab Canal Colonies did afford such an instance. Also short- 
term credits may be required in those areas, where the income 
of the peasant is depleted or meagre. In the case of spendthrift 
people too, the keen demand for short-terms may raise interest 
rates. Demand usually intensifies in periods of falling prices, 
for then the profit margin shrinks : it may not be even positive ; 
In war-devastated economies, the demand for the rehabilita- 
tion loans may rise, and take the complexion of the short-term 
loans. Also in those countries where wealth is hidden or 
hoarded with ornaments, the demand for the short-term capital 
is intense, as the peasants, though having wealth in the form 
of ornaments, hidden from the public gaze, may not like to 
convert the same into cash but instead depend on the 
creditors for their cash requirements. In these places where 
capital earns a higher rate of return elsewhere than in agri- 
cultural loans, the demand for the loans is high and so is the 
rate of interest. Similarly, where the risks of lending are great 
and the process cumbersome, the rate of interest is high. 

Institutional Credit. Institutional credit refers to credit 
supplied from institutional sources. In this respect, there are 
the co-operative credit institutions, and the banks. The provi; 
sion of credit institutions is beneficial to the peasant, for they 
would not lend for unproductive and wasteful purposes. Bank- 
ing institutions, where they have spread to rural areas, lend 
on the basis of the securities offered. Also credit and loan 
companies, do not lend for unproductive purposes. The social 
aspects of institutional credit are noteworthy. Banking institu- 
tions may be of branch, chain, or independent types. The first 
type tend to curtail loans, for the sanction of the head or the 
central office has to be received, before the loans could be 
made, and the headquarters being unaware of local conditions, 
may not sanction loan I'berally with the consequent shrinkage 
of credit. The chain banking system may be a little better, in 
that the units have greater surpluses than branches, for they 
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have autonomy, in regard to loans and investment they make * 
the central office has only supervisory functions Independent 
banks could be more effective in extending credit not having 
to get any sanction from any headquarters Well organised co- 
operatives, too, may extend credit facilities to rural areas 
their social aspects are noteworthy, for they make loan with 
the sanction of their members, and the liability of the members 
being unlimited, they have a sense of responsibility, and extend 
credit only to the deserving Confidence is also inspired among 
them when they are able to deal with their own problems with- 
out anybody to restrict their activities , hence the advantages 
of such a system are manifold and they may be summed up by 
pointing to its ability to provide the best form of short term 
credit on a mutual basis Then there are the specialtsed and the 
loan agencies, but only for productive credit These agencies 
are either specialised (which extend capital for a specific pur- 
pose) or there are sales corporations (selling things to peasants- 
on easy terms and thus benefiting him in respect of good equip- 
ment and implements) or just such agencies, as extend credit 
on some good security or guarantee on behalf of the peasant 
But the role of these agencies is much restricted, for obvious 
reasons The most important type of the institutional credit 
is that advanced by the co-operatives, who may have unproduc- 
tive loans as well 

State Sources In this category may be classed all those 
sources of loans, which are official or semi official This means 
that state agencies and the state banking are included m this 
category In the former, the loans may be advanced on the 
recommendations or advice of local officials, and also in the 
event of disasters, which may befall the peasants They 
provide such credit, as other agencies could not and would not 
In times of distress, when the peasant has no security to offer, or 
not even a guarantor to stand by, it is the state that comes to 
his rescue by advancing to him such amounts of money as he 
may require and as may also rehabilitate him and put him on 
an even keel Thus the state is an important source of credit* 
m that credit is provided as and when required by the peasant 
It may also be mentioned that the central banking organisation 
could extend its branches and activities into the remotest and 
the most far-flung corners, with the result that the extension of 
the credit is much facilitated to these areas In this respect 
the central banking institutions could take a pioneer and a bold 
step, in providing credit to the peasantry on what may 
have so far been regarded a weak form of security Provision of 
credit is also possible by such devices as agricultural paper, or 
the issue of credit on the basis of standing crops Thus state 
agencies are the most potent factor m chalking out new lines 
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of credit, and also provide credit in a manner, so far undreamt 
of, and at a time, when other agencies fail. In respect of tb& 
social aspects, it may be stated, that the agencies inspire con- 
fidence by the extension of the much-needed credit to the pea- 
santry, even to the backward areas. Thus their sources are 
indispensable to backward countries. The problem of rural 
credit in these economies could only be solved by the extension 
of the credit. 


Long-term Loans. In respect of long-term loans, the agen- 
cies are many and various : the bankers and the brokers and 
the insurance companies, the banks and the state agen- 
cies. Most of the short-term finances are provided from 
within the rural communities, but the long-term finance, main- 
ly by the outside agencies. The social aspects of long-term loan 
are not a little different from that of short-term loans, for the 
losns which arc provided by co-operative and other agencies for 
the provision of short-term loans arc mostly located within 
the village. The long-term loans have often to be provided by 
agencies mainly outside the village : the farm mortgages meet 
the demand of such people as want to make improvements in 
the farms the loans also meet the requirement of those lenders 
who are able to invest funds on a long-term basis, and have 
the willingness to do so. Long-term long loans are also not 
easily liquid for they could not, readily, be converted into 
cash. These loans run for years, and arc meant to improve 
the complexion of the farming and agriculture. In this case, 
a small part of the loan is also advanced by institutions, such 
as insurance companies, which have large funds awaiting in- 
vestment ', and the land banks. Most of the long-term loans are 
secured and covered , or are against mortgages, as it is difficult to 
make long-term loans on the security of individuals who may 
not remain in the same circumstances, nor be able to survive the 
period of repayment. Financing by the insurance companies, is 
of a limited nature, for they have to work through local agen- 
cies; and there may be restrictions on their investments. Hence 
their area of operation is restricted to the more stable regions, 
where agricultural incomes have been more or less on even keel. 
This is advantageous in that the insurance companies’ finance 
is instrumental in bringing the problem of long-term finance clo- 
ser to his view. But the defect is that this type of the financial 
assistance is selective and restricted. Land banks, if run on ihc 
mutual and co-operative basis, may be immensely useful, for they 
widen the social horizons of the peasant and inspire him witli a 
certain amount of confidence. Hence the co-operative system of 
long-term finance is a potent factor in making things better and 
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the future for the peasant brilliant, but if only it succeeds The 
amount of frustration it causes, if bad debts accumulate, would 
also be equally damaging to co operatives Most land banks may 
be state banks and in this regard may partake of the good and 
jevil attendant upon that type 

Bankers and Brokers They also provide long term finance, 
though more or less restricted in scope Many individuals, m 
terested in banking in rural communities, may lend money on 
long terms Such individuals have connections in rural com- 
munities as middlemen and dealers, and rise to the status of 
bankers by dint of hard work These people have also complete 
and intimate knowledge of these communities they work in, 
still they require some securities for advancing long-term finance* 
Some individual bankers may borrow money on their own 
and invest the same in the form of the long term loans among 
peasants They would usually have land as security, m the 
event of the peasant being unable to pay the amount, they may 
grab this land to add it to their estates To this lending agency 
the peasant would revert only in the last instance, he has to 
pay high rates of interest and also pledge larger amounts of 
land or collaterals The growth of institutional credit has 
tended to minimise the importance of this source Still, it is of 
importance in the backward and the embryonic economies, be 
cause of the lack of development a good outlook on the part 
of the peasant and the lack of the growth of the other agencies 
for rural credit there Sometimes the individual lenders, ban 
kers and brokers combine together with a view to lending on a 
larger scale And if the country bankers are to survive, they 
must adjust to the times Long term loans are becoming more 
popular with individual bankers and brokers in the countryside 
It is possible that malpractices on their part may spell the fate 
of the peasant proprietors, and reduce them to the status of 
tenants, for the security they accept is land, which through the 
inability of the peasants to honour their liabilities, very likely 
passes into the hands of the bankers and the brokers Thus the 
financing of long term loans by the individual bankers and bro 
kers often means an increase of tenancy But, this source of 
finance is probably an indispensable one The social aspects are 
long range ones of the increase of tenancy, and the consequen- 
tial straining of the relations in village communities 

Government Loans The Joans that are advanced by the state, 
in this particular category, may be rehabilitation loans, or speci 
fic loans for development purpose These may be dispersed 
through the agencies of the local government, which could visua 
Use things in better and closer perspective Advanced on nomr 
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nal interest charges, they are cheap. States are now making 
more long-term loans, being'better equipped both by experience 
add training to make these loans or deal in them. It is more 
easily possible for the state to recover loans in very long instal- 
ments and at very easy terms, too. The loans advanced by the 
state may be in the form of machines and tractors which the 
peasant may need, and which the peasant may be unable to buy, 
left to himself. The scope of these long-range loans is widening, 
with advantage to the peasant- But, the state agencies must be 
able to distinguish as between the purposes for which a loan 
is secured by the peasant ; an unproductive purpose makes it 
impossible for him to repay, except in very low instalments. 
The point that deserves to be emphasised is that the provision 
of state loans (provided the machinery for the dispersal of the 
same is not infected by the red-tape) may considerably help the 
peasant as also improve agriculture. Usually, the state loans 
are hard to get as the procedure (for the red-tape to operate) 
is not only cumbersome, but also is in actual practice, rather 
protracted. And this is a vital point in the reorganisation 
of credit facilities, for the state loans have neither any social 
evils nor result in straining social relations in village com- 
munities. 

Legal Aspects. No social survey could be complete without 
a reference to the legal aspects of the problems they determine 
social relations as between debtors and creditors. Borrowing 
and lending creates an obligation in the form of contracts 
between the lender and the borrower. Definite legal procedure 
is followed and the transactions go through all the formalities 
sanctioned by law. And money lending would not be practised, 
if the ability to recover the debt is weak and not enforceable 
legally. The nature of the formalities may vary from country 
to country and also from individual to individual, as individual 
status has to be taken into consideration, when making loans. 
Some rules may be made in this connection '■ this is the crux of 
the problem from the legal point of view- Legal documents 
must contain evidence of debt, in the form of a promissory note 
or just a book entry. Another form is the judgment notes, 
which is a legal procedure for the enforcement of the contract. 
The use of judgment note simplifies the procedure in connec- 
tion with the repayment of debt, possibly, other type of notes 
to be executed ’, the mortgage notes, the notes in connection 
with unsecured loans, and the conditional notes, and the 
collateral notes. In addition to these, there may also be the 
endorsements and the guarantees, for which the endorser and 
the guarantor make themselves liable for the amounts of the 
loans, if not repaid by the borrower. Mortgages may be real 
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ejtate ones, the chattel types (relating to the livestock and the 
property) and the collaterals There may also be the condi- 
tional sales contracts, which make it easier to get possession of 
the property , the persons who sign these contracts have poorer 
credits Legal practices may involve the right to redeem, which 
means that within a specified time, the debtor could get back 
the pledged land and the title transferred to himself Another 
device is the tcaiver, which is secured from other parties who 
ma> lnve a lien on the property of the debtor Other docu- 
ments may facilitate the collection of the produce to thcCtedi 
tor in hen of the debt due to be paid There may also be 
documents that facilitate the purchase with borrowed funds , 
the letters of credit and the bill of sale drafts are most com- 
monly used The letter of credit authorises the borrower to 
draw on the lender drafts to a specified amount for the pur- 
chase of certain machinery The bill of sale draft is a combined 
draft and bill of sale which gives the title of the purchased ma- 
terial to the lender , thus it offers security The legal phases 
of credit may be summarised as being only regulatory of the 
credit procedure, but it is essential for the procedure to be 
correct and to be legally perfect 

The Social Import It may be stated, m summing up this 
section, that the social implications of the short term and the 
long term loans are of paramount and superlative importance 
both from the point of view of the debtor and the creditor^ but 
especially from the point of view of the society. It may be 
observed that the state sources of the long and the short-term 
credits though the most important, are the least disturbing 
factor from the social viewpoints And lastly, the social 
aspect is closely tied to the legal aspects, which have been 
viewed above 

Long-term Loans Attention may now be devoted to the 
long-term loans in details What distinguishes the long term 
Joans from the short terms ? And what is the role they play in 
the problems of rural areas? What are the different agencies 
which play a vital role in the loans, granted on a long term 
basis ? All these questions receive our attention in this section, 
which makes a detailed description and analysis of long-term 
loans A probe into the problem of repayment and amortisation 
of loans, is made for tfiat is a difficult probfem for the 6orrower 
and the lendeT The moTe important problems of appraisal and 
adaptation to the ability of the peasant to repay are also consi- 
dered in the section from the point of view of the peasant and 
his community 

The Limits Suffice it to point out here that the limits of 
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various agencies (for the long-term loans) are determined, 
firstly by the amount of the funds they have to invest in the 
long-terms, and.' secondly by the lending policy of the agency in 
question. One guiding consideration is the margin of safety- 
in the value of the collateral ; especially in the matter of 
interest payments ; some margin is allowed for the repayment 
of the principal amount to be paid by him. Land values are 
capitalised so that the loan limits may not be crossed. Probab- 
ly, the loan limits would not exceed about 75% of the capitalis- 
ed value of land, or other such securities, thus keeping a fair 
margin on loans so that in the event of a decline of land prices, 
the safety margin is not crossed. From the point of sound 
credit, the lower the limit, the better it would be and the great- 
er the soundness of the whole proposition. Still another limit 
is acreage: this is defective as no generalisations could be made 
on this basis. Other limits could be from the productivity 
point of view, e . g. that of land ; but the most reliable limit is 
imposed by the price of land, or the collateral, making an 
allowance for its deterioration over the period of the loan and 
till repayment. Long-term loans could be used only for the pur- 
poses of the development of land and the improvements are 
made over a long period so that the peasant may be able to pay 
only in the long range. The hire-purchase form of transactions 
involve long-term long loans, for the price of the equipment 
may be paid only in the long run and not in the short period. 
Thus the utility of long-term loans is confined to the improve- 
ment made in the farming system, e. g., raising the tenant to 
the status of the peasant occupier, or buying expensive types of 
the farm machinery, or any other allied purpose* Thus the 
general scope of long-term loans is for improving farms. 

Problem of Appraisal * Estimating the value of a certain 
piece of property, which may be offered as security for a loan, 
is an important problem, for without a proper and correct 
appraisal a creditor may not be able to make loans which it may 
be rendered more difficult for the borrower to deal with. A 
loan may suffer from a high rate of interest, if a proper 
appraisal has not been made. Two general bases of the appraisal 
-of loans exist : the comparative sale value and the income analysis. 
In regard to the first, some points were discussed in the 
•chapter on land usage ; still it may be said, in passing, that the 
appraisal of sale value requires a good knowledge of prices at 
which farm properties are now selling and also at which lands 
are being disposed off. Hence, it would be correct to have a 
comparative knowledge of the sale values of different pieces of 
land and the different types of properties in rural areas. Seve- 
ral things may be taken into consideration in deciding upon the 
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sale values, the topograply, the soil, the productivity, the build- 
ings, the extent and the area Situation, location and marketing 
have also to be noted in this connection Sale values are moreor 
less fluctuating from one period to another, and depend on the 
income from land Analysis of the income aspect shows that the 
above factors are reduced to definite income, and account is 
taken ofthe acreage of cash and the subsistence crops, their ave- 
rage yield over the lending period, the trend of prices over the 
same period, and -hove all the profit margin out of which the 
peasant has to make payments on an instalment basis In the 
first instance, the gross income of the peasant is estimated 
secondly his expenses, thirdly the potential income of the pea- 
sant, fourthly the modifications thereof, and fifthly, the adjust- 
ments both in respect of the value of land and, stxthly the in- 
come from the buildings orthe saving therefrom, and lastly the 
net income in the light of these 

Adjustments and Adaptations Great importance is attached 
to the security that is to be offered , and also the depreciation 
that it undergoes As against this, loans would be heavy 
in their incidence, as time elapses The adjustment to be made 
is with respect to the ability of th» borrower to repay loans* 
this means that the repayment plan has in important bearing on 
the nature and the length of long term loans Repayment plans 
should be adapted to the ability of the borrower to repay the 
loan Some moneylenders may want to have sound long-term 
investments for their surplus moneys In this respect, they 
would like to reduce heavy debts, so that the debtor does not 
feel the burden too much Regarding the implication of 
long-term loans, it is evident that the income from fixed capi- 
tal in agriculture is rather unstable, and agricultural organiza- 
tion could not be standardised with a view to ensuring stability 
of income Repayment does assume an important place in 
agricultural lending for the factor of the instability of income 
enters in The earning capacity of the peasant may vary with 
his age, his farming prospects and also his investments It 
may be, therefore, necessary for the borrower as well as the 
lender to see that the plan of repayment is adjusted to the abi- 
lity and the capacity of the borrower to repay A good repay- 
ment plan would take into consideration certain factors, like 
the systematic regular payments to the lender, and the flexibi- 
lity of the system so that the peasant is able to adjust the pay- 
ment plan to his current requirements and also in accord with 
the cyclical trend of agriculture It is not possible to lay down 
any hard aud f ast rules regarding repayment plans, which vary 
with individual needs and capacities 

Repayment and Amortisation The most common repayment 
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plans take account of the instalment basis. Mortgages raav be- 
amortised by means of annual payments which cover a period' 
of about twenty or thirty years. (Amortisation means extin- 
guishing the debt by means of a sinking fund). The plan is to- 
pay off the debt over a long period by means of low payments, 
which may be equal instalments of varying repayments accord- 
ing to the capacity and the income of the peasants. Amortisa- 
tion plans are able to accommodate debtor of varying needs and 
of different financial status. For instance, the plan may be to 
repay the loan off in about a decade or two according to the 
incidence of the loans and the means of the peasants. Such 
repayments may be in keeping with the net profits of the farm 
enterprise, in reasonable amounts and for the reasonable 
periods. The term ‘‘reasonable” is viewed form the ability of 
the peasant-debtor and also in keeping with his potential finan- 
cial investment, and the income therefrom- Paying the debt 
in gradual instalments is the essence of amortisation plans,, 
which arc the basis of repayment plans. The repayments may 
be made monthly or annually or on any other basis acceptable 
to the parties and also convenient to them. The total amount, 
including the principal lent and the interest thereupon, is cal- 
culated and the total divided by the number of instalments. The 
annual burdens would vary with the amount borrowed and the 
rate of interest. Other repayment plans include variable repay- 
ments ; the payments may not be fixed, but variable. According 
to another plan, a share of the crop or produce may be given in 
lieu of the repayment to be made, or its equivalent price. Some- 
times, it is agreed that the share of the net income has to be 
given in lieu of the repayment of loans ; this plan is to accom- 
modate the low income group, for it is difficult for them to stick 
to rigid instalments. Other types of flexible repayment plans are 
also in vague, for instance sliding scale payments to be worked- 
out in special cases for borrowers, according to their incomes. 

The Problem. The sum up this section, it may be pointed 
out that the problem is quite different for the simple reason, that 
there is in the first instance the complication arising from the- 
purposes of the loan. Generally, long-term loans are made for- 
the purposes of land improvements, for all the soils lack in one 
thing or another. But with a country becoming older, the prob- 
lem gets more pressing, for without land improvement, the pro- 
ductively from the soil is apt to fall progressively. Also, heavy 
cropping during the times of national stress and emergency de- 
plete the soil, which must be replenished immediately. Thus the 
first problem in long-term lending is to equate the loans to the- 
purposes to which they are to be put. In the second instance, too 
heavy a debt has a deleterious effect on land and the system of 
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farming Too frequent purchasing of land with borrowed funds 
has to be discouraged if the prices of land have not to become 
speculative and the burden on peasants, not too heavy If lending 
is considerable, it is possible that a large percentage of land under 
cultivation may be used for the heavy (and paying) crops so as to 
enable the peasant to pay off his debt, more speedily And then 
too heavy an obligation on the peasant may also compel him to 
economise in respect of his livestock requirements and equipment 
needs Burdensome borrowing may also be responsible m lowering 
rural standards of living The second problem relates to the 
burden of long term obligations, which should be such that re- 
payment of loan accords with the net income of the peasant so 
that he does not experience any difficulty The next problem 
arises out of excess income being channelled to the repayment of 
obligations and liabilities and the creation of reserves This is a 
problem in adjustment of debt to the general farming activities 
and has an element of prospectiveness about it The last problem 
is that of the provision for a reduction in instalment payments 
when the income of the peasant fall below the correct standard 
of living, this is a problem in mutual adjustment between the 
peasant and his lender 

Short term and Intermediate Lending Usually the peasant has 
mote short-term and intermediate loans than long term ones Short 
term have some impact on the village organisation as this lending 
is mostly done within the village itself, some general observations, 
relevant to the problem are made and then are given some details 
about their kinds and types, the procedure and the purpose, and 
the nature of the various loans, like the intermediate, emergency 
and temporary loans All this would involve in a study of the 
problem from an intimate angle The range of the short term lend- 
ing is fairly wide which affects a larger number of peasants, espe- 
-eially, the family farmers, who are in majority in the farming busi- 
ness 


General Obiervation* The chief sources of these loans are 
the individual merchants and the banks, the credit corporations 
and the associations, the state and its organs, and finally the co- 
operative credit agencies The rural stages of making loans may 
be dispensed with for instance they may omit the appraisal 
stage, and the personal basts of the induidual reputation may be 
taken into account The financial conditions of the borrowerand the 
farm production may be assessed when lending Collaterals, possib- 
ly offered by borrowers, may be taken as strengthening ^ ac * 0 ** 
In certain cases, it may be necessary to have the loan endorsed by 
some people of repute or of sound financial means The security 
•requirements in regard to these loans may not be heavy as in the 
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case of the long-term loans. Unsecured loans are common in 
short-period lending, than the secured ones. The security require- 
ments in regard to these loans are not so rigid as in the case of 
the long-term loans. Unsecured loans may be advanced to the ope- 
rator of substantial means, with unquestioned reputation, in view 
of the past experience with lending in his particular case. Other 
considerations relate to the amount of the sum lent and the pro- 
pective income possibilities, as affecting repayment plans. The 
collateral required is usually the self-liquidating type. But insis- 
tence on the collateral may only be in the case of intermediate 
loan advanced on the basis of good and sound collaterals. This is 
the main distinction. 

Kindt ami Types • Varied are the loans that are made to the 
peasants. At least three types may be distinguished - , the crop loans 
the cal lie loans and the general-purpose loans. The first type land its 
size) is based on the borrower’s needs to carry on the operation of 
cropping successfully, or for the purpose of selling the crops at a 
remunerative price. Such loans mature and have to be repaid when 
the crop is ready. But crop failures may make it difficult for the 
loans to be repaid in full or at the scheduled time, thus the loans 
may be secured partially by some type of a collateral. In some 
cases, the balance may be carried over to some other more favour- 
able harvest, when the peasant could easily pay. But the failure 
of one crop may not strain the lender, for he is used to such acci- 
-dents in farming. Then there are caltle loan., which may be ad- 
vanced for the purposes of purchasing cattle and their feed. 
These loans are different from the above in that the cattle pur- 
chased are pledged against loans, and the repayment made after 
the breeding or the shearing. The advances made take account 
of price fluctuations and have a safety margin. Then there are 
the general purposes loans which are of different types; loans for 
the purchase of feed, or for breeding or marketing or for process- 
ing. These loans are not specific, for the proceeds of the loan 
may be spent on things best suited to his requirements. Such 
loans require the liquidating collateral, which may be in the' 
form of standing or storaged crops, or cattle or any other running 
securities. 

Procedure s and Purposes. Loans may be made for the purposes 
of financing a certain crop operation, or for buying cattle or 
feeding them, or for livestock farming or marketing the produce, 
or for the purposes of machine repairing, etc. The general-purpose 
loan may be for the purpose of incurring crop expenses, purchase 
livestock, or the livestock expenses of a miscellaneous nature. 
Sometimes, loans are renewed ; the only advantage of such a 
practice is to make the loan on better terms as when it is renew-, 
ed, or convert simple into compound interest. In all short-term 
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leans, the lender must know the set up of the b trower, bn 
assets and liabilities Thus some sort of inspection and 
appraisal may be advisable for the loan to mature A local 
lender is apt to know all these things and is apprised of how the 
money is being spent Procedure in respect of the negotiation 
of the loan may vary from the simple one of direct contact with 
local individual banker to the complicated one required by local 
bank Banks and credit associations need detailed information 
about assets, liabilities and the purposes of loans, as also of full 
statement of the repayment programme There may be compli- 
cated procedure of reporting by the inspecting staff and the 
statement of income and liabilities and operations Thus the 
production records may be wanted But usually such complicated 
procedure is not followed by individual bankers, who adopt 
simple and ready methods, often crude 

Intermedia e Loans These mans are made for the purposes 
of the purchase of workstock and equipment, or dairy cattle, or 
breeding herds, or make such improvements as do not need heavy 
finances but only smaller sums The sources of credit are,, 
similar to those for short-term loans For the purchase of equipment 
a loan is made in kind, full title is permitted on full repayment 
Methods of easy instalments may be allowed, or the high selling 
techniques, followed For dairy cattle, too, the loans are made 
in order to enable the peasant to buy or replace the present and 
dilapidated stock , the repayment requirements may be varied 
to suit the individual peasants and their resources, finances and 
incomes It is possible that the expenses of dairy loans are big 
but yields low , in this case the repayment is long On the 
breeding herds, intermediate loans, may be made , they are 
repaid out of the sales of cattle , some system of budgeting the 
loan is essential in this case The loans which are made for the 
purposes of permanent improvements to cheaper types, such as 
making the farm suitable for the purposes of cultivation, arfr 
repaid out of real estate gains in terms of Incomes and prices- 
But it is out of recurrent incomes that loan is to be paid out 
The finances of the peasant is his status, the loans have not tn 
be treated as isolated, or apart from the whole financial account 
of the liabilities and assets of the peasants Great care is neces- 
sary 

Emergency Loans These loans are advanced with the sole- 
object of letting the peasant or the borrower tide over a diffi- 
culty The income from the farm is rather uncertain as also its 
production , hence the necessity for emergency loans which are 
demanded by peasants to tide over a certain difficulty Disaster^ 
may befall the peasant and his crops may be damaged consider- 
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atly and his income, seriously affected. In such difficulties, he 
may stand in need of an emergency loan. Similarly, there may 
be difficulties arising out of tight financial arrangements ; hence 
in slightest adversity the peasant, the borrower and the lender 
may find themselves in grave trouble and the emergency loan 
may have to be advanced. The best is to estimate the income 
conservatively and to allow for the expenses rather liberally, so 
that the eventuality for emergency loans does not rise. Still, 
room should be left for cyclical variations in agriculture, and 
the emergencies provided for so that the demand for such loans 
could be precalculated. If emergency loans are not advanced by 
the previous lender, the relations between the lender and the 
borrower may be strained. If private agencies are not coming 
forward to grant emergency loans, the state should rescue the 
peasant from desperation and demoralisation, in whici. case, 
repayment of all loans, long-term, short-term, and intermediate 
term, would be very adversely affected and the structure of agri- 
cultural finance shattered. 

Temporary Loans. In fact, all loans are temporary. But the 
term “temporary” refers to such loans as are made for the short 
period but not for specific purpose. These loans are made for 
some unforeseen circumstance, which could not be described as 
an emergency, but only as temporary. These loans may be pro- 
ductive, or non-productive ; but the fact remains, that they are 
not renewed, even for the short period, they ate for the duration 
of, say a week or a month. A peasant experiences a tempo- 
rary tightness in the matter of finances and expects money to 
pour in from the sale of the crop already despatched to the mar- 
ket, but he wants the loan for the interim period. Hence, the 
need for a temporary loans. It is a makeshift financial arrange- 
ment, made for the “meanwhile”. In this case, this peasant is not 
required to give any security nor any endorsement, and very sel- 
dom a guarantee. It is from the local banker or the local lender 
that temporary loans are negotiated. No complicated procedure is 
adopted for these loans. The importance of temporary loans is 
not to be judged from the production point of view, but only 
from that of keeping up the morale of the peasant, this is an 
important part of the duties of a civilised state, for the peasants 
are exposed to all sorts of influences, if treated in a casual man- 
ner. It is the temporary loans that make the whole picture in 
matter of rural finance. 

The Loan Problem . This section discusses the loan problem 
from the angle of administration, servicing and collection and 
the carry-overs. The amount of money is not so important as the 
relation to which a certain loan may give rise to. It is in this 
context, that problems arise of the servicing of loans, of the col- 
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lections and the carryovers, and that of their administration 
Special attention is devoted in this section to be problems of low- 
income groups and the rehabilitation of peasants by giving them 
adequate money A Word is said also about the loans to be grant- 
ed to tenants, and the loan plans All these ^problems are impor- 
tant from the point of view of the creditor-debtor relations and 
also from that of the agricultural and the non-agticultutal rela- 
tions in the village economy 

Serxncng of Loans It is the objective of lending agencies to 
service loans in such a manner so as to be sure of their recovery. 
The servicing of loans is an important matter from the point of 
good and correct debtor-creditor relations The twofold objec- 
tive of all lenders is to service loans in such a manner as to en- 
sure that the loan is collected at the lowest possible eipense and 
also to result m as few losses as possible Losses and high costs 
of collection would in the long run be recovered from the peasant- 
borrower's pockets, hence the one objective of the servicing of 
the loans is to keep the expenses and the costs as low as possible. 
In this sense, the long-run interest of the borrowers and the len- 
ders are identical It is only when the servicing of loans is 
efficiently done that good creditor debtor relations are stabilised 

Collection and Carryovers It is in collections and carryovers 
that the test of good servicing of the loans lies Collection must 
accord to the terms of the loans-contract Collections ate possible 
only when sound loans are made, and payments are so arranged as 
to accord to the borrower’s income, and not higher Collection 
also provides for a definite programme of liquidation of loans 
The collection part of the loan is always the more difficult one 
and this should be so arranged as to accord to th» ability of the 
peasant-debtor to repay the loan In the case of a securit), the 
repayment of the loans is obviously speeded up Again, it mast 
be remembered that the anxiety of the lender to get the repay- 
ment made should not result in depleting ot weakening hts abi- 
lity for future payments, nor adversely affect his productivity 
It is unwise to kill the goose that lays the golden eggs The un- 
paid part of the loans may persist either because of the poor 
crops or unremunerative prices ot due to a depression In the 
matter of the delinquency of loans, it must be found out if the 
same is due to temporary sitvttton ot to some permanent difficul- 
ties for specific remedies apply to special situation In case the 
carryovers are in large quantities, the agencies of private credit 
dry up, and it is the state that must come forward to ease the 
situation In regard to general deliquency, it can n t be suggest- 
ed that the peasant be left to the wolves, but some measures be 
adopted to settle the problem of deft delinquency, And this u 
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'where the administration of the loans becomes a tough problem,, 
but one which, due to economic fluctuations is important, in rural 
finance. 


Administration of Loans. The administration of loans, specie 
ally in the matter of debt delinquency in times of stress and 
strain are the problems. A policy to be adopted by the lending 
agency in the times of the depression, needs be sympathetic to 
the peasant-debtor, so as to enable his to pay out the loan. In this, 
case, the analysis of the borrower’s finances is a prerequisite to 
the other steps to be taken ; these may be insistence on the liqui- 
dation of the surplus operating capital and collection of the short- 
term obligations, so that they do not get converted into long- 
term liabilities on the part of the borrower, who could be advised 
to keep his living and operating expenses within reasonable limits 
and pay the interest and instalments out of his income, even if in 
kind instead of cash. This policy requires detailed attention on 
the part of the lender. To the borrower, the advice should be to 
curtail the expenses as much as possible, so as to increase the net 
incomes, and if possible, also borrow additional funds for the pay- 
ment of the recurring expenses of loans. And by mutual agree- 
ment, the principal amount may also be reduced. 

Lose Income Farmers. Difficulties experienced by the low? 
income peasants are paramount ; the difficulties of servicing, re- 
payments and administration arise. State assistance is rendered in 
matters of grave concern. Larger number of peasants belong to 
the low-income groups and when the difficulties arise in the 
times of the depression, they are adversely affected. How to 
settle their debt services to their satisfaction, to the good of the 
eeonomy and amicably, are the issues. The alternatives before the 
low income groups are to get the rate of interest or the principal 
amount lowered, and sometimes renew the debt for another term, 
so that the short-term debt is converted into the long-term or the 
intermediate-term debts. In this matter, another alternative could 
be that for the state to come to the help of the indebted low-in- 
come groups and assume their liabilities at a lower rate of interest 
and clear off the heavy-rated debts. Kind payments, at fixed 
prices (and this may result in price stabilisation, too) maybe made 
acceptable to creditors. In short, the bulk of the peasants being 
low-income group, the problem is rather important, for the 
lender, and the administrator. 

Lending to Tenants. The problem of loans of tenants, and 
the payment thereof, is difficult, for in their case, the security 
offered is not tangible, they could not have land as security, 
nor could they offer a collateral one- It is only on the basis of 
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guarantees that they get some money on credit* or on endorse' 
meats It is usually from the landlords that they get loans 
In this case, the problem of repayment assumes a different 
complexion, in the times of depression Bnt the problem is not 
insoluble Some suggestions may be put forward, in this res 
pect, recoveries may be in the form of enhanced rents in lieu of 
interest charges in emergencies Another thing could be to 
lower the rate of interest, temporarily, or to postpone the pay* 
ment of due interest and the principal amount to another term 
so as to enable the tenant to pay the sura at his convenience 
The problem with the tenants is rather ticklish, and the ways 
of settlement depend primarily on the nature of the tenancy, 
and the agricultural relations between the two In case of 
share tenancy, for instance, the effort is to recover the amount 
.in the form of the enhanced share of the crop due to the land 
lord If the relations are cordial and dependable, it may be 
possible to wait till the crisis is over and the thing normalises 
The problem is, however, not reducible to some set formulas, 
but depends on circumstances, peculiar to the case and also 
variable with different land tenures 

Loan Plant This is a subject, which is concerned with the 
creditors and the debtors alike For the creditor must know, 
that the plans of the borrower are in the matter of the repayment 
of debt as also the purpose for which the loans ate negotiated 
The debtor must know the implications of loans he has inputted 
and the repayment plans he is required to implement, in the nor- 
mal and the abnormal times As between the creditors and the 
debtors there must be completely clear and concise understand- 
ing about loan plans Emergencies and crises are a characteristic 
of the agricultural system, hence the need for flexible loan plans 
which may be designed to increase recoveries and repayments in 
the times of boom when incomes are high, and reduce them when 
depression sets Another thing about the loan plans is the cor 
relation of the same to the income trends of the peasants This is 
difficult to achieve, for incomes decline, and the peasants want 
more credit, while incomes rise, peasants may want less credit, 
so that the two may not concide with each other The income of 
the peasant and the demand for the credit and hts ability to repay 
and finally, the loan plans would mean adjusting the amortisation 
of the debts, the repayment schemes, in times of depression 

The Inference In the summing up, it could be said with 
some amount of justification that the problem of the loans ii 
manifold, it is the problem of servicing the loans (giving the loans 
when the need for them is intense) the collection and carryovers 
(m case the loans could not be repaid in full), the one of admin! 
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stratian of the debts and the credits (for that involves the pro- 
blem of the adjustment of the loans to the changing fortunes of 
the farm and the special problems arising out of the cases of the 
tenants and the low-income groups, (for the problem in the matter 
of the repayments and the recoveries in their cases are not a little 
•diffficult), and finally those of loan plans so as not to disturb 
agriculture. Loan problems should be so attacked as to bring 
stability to the economy and its agricultural aspects as desirable 
and possible of achievement in the agricultural sector. The loan 
problem, it may also be stated parenthetically, is highly personal 
and local in its character. 

Marketing Finance. The gravity of marketing problems to 
the agricultural sector of the general economy is inestimable. 
Markating finance, in this contest, refers to the financing of 
firms, selling farm products and dealing with agricultural produce 
, in the primary stages. This problem is sometimes solved by the 
peasant himself. But there are some differences as between 
the marketing finance and the problems attacked above. The 
turnover of the peasant’s capital is less rapid than that of middle- 
man marketeers. The assets of the merchant are more liquid than 
those of the peasant. And there is the corporate form of merchant 
organisations dealing with marketing functions. 

The Requirements. In this connection, the requirements may 
be assessed in the light of the following considerations : the re- 
quirements of cash for the purchase of produce, advances to the 
producers of farm products, cash for current expenses, and money 
required to set up an organisation for the handling of marketing 
and the allied functions. It may be pointed out that the needs 
are quite inflexible. A local grain buyer wants capital, preferably 
cash, for all the above purposes and his requirements vary with 
the turnover or the size of his business and the organisation that 
he is to handle. Advances are needed by the grain merchant for 
the purchase of grain from the peasants, while the livestock 
dealers demand cash for the purchase of cattle, but not in such big 
amounts, though the requirements in this particular case are of a 
longer duration. Hence, the requirements in respect of different 
commodities differ. 

Sources and Finance. Finances arc drawn from invested 
funds as represented by stocks and shares. Long-term borrowing 
is another source, especially, for mortgage finance on plants or 
stocks in hand. There may, in addition be short-term finance, 
available from banks or current payments or advances from whole- 
salers or the current payments due to merchants. Financial ratios 
have been evolved to solve the problem of marketing finance. 

46 



722 


financing tiil PAiisirns 


There is the current ratio, that of current asset* to current liabili- 
ties , the merchants may not mind an adverse ratio But the 
running ratio or the one of quick assets to the quick liabilities has 
is taken Into account, this ratio should be favourable to the 
merchant, for if adverse, his insolvency is indicated Similarly, 
long term ratios should also be favourable, as adding to the sol 
vency and the strength of the dealers And book xa’ue rattot art 
another device to the same effect, to adjudge the stability of the 
merchant But more important are the tarntng ratios, which earn 
ings bear to the capital invested, or what may be deictibed ai 
the return Gross earnings are not important but net earnings 
are, for the latter determine the financial stability of the undet- 
taking, and provide a basis for loans 

Practices an l Loam Attention may be diverted to good 
financial practices, which may be recommended so thst merchants 
care toput their business on a sound financial basis In this connec- 
tion, it may be observed that it would be wild to lay down any 
hard and fast rules to be observed fot good practices, as these de- 
pend on special circumstances Still, the bulk of the capital should 
Be owned capital, while debts should be kept as low as possibte, 
so that the merchant is not involved in unsound debts and obhga 
tions Another suggestion is cautious spending of money on 
elaborate plant, equipment and office, etc Still another piece 
of advice is that the speculative practices (not futures) may be 
avoided, fot they would invariably lead to the insolvency of the 
merchants Operating expenses should be held as low as possible 
in the interests of business and profit margins They finance the 

E urchase of commodities from the primary producers, and may 
ave to borrow some moneys for the financing of transactions 
These loans should be paid off at the end of each storage season, 
and for this purpose, tnere may be pooling and the giving of 
partial advances of money to producers for that would ease the 
burden on the marketeers But in the cue of commodities, stored 
by merchants, this method may be difficult to adopt Advances 
may be for the purposes of production, but this is not a major 
item with the merchant, for there are manv other agencies m the 
field Again finance is needed for the marketing organisation, 
this could be secured from banks on collaterals of the produce, 
stocked And money may also be requited for the purposes of spe- 
culation, but, as pointed out above, tbis is tbe one type VirstVL- 
raent that is to be avoided at ill costs It is possible to solve all 
these problems by setting up co-operative agencies 

Costs and Links What are the costs of extending credit to 
merchants ? And what is the relation between merchants ana 
credit agencies ? In reply to the fust, it may be pointed out thit 
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the merchant credit is needed as that helps in selling goods, or in 
marketing them. The costs of obtaining credit are kept at the 
lowest in the interests of keeping the marketing charges at the 
minimum. This problem is that of the provision of credit facili- 
ties to merchants at the lowest possible rates. The costs are com- 
posed of three constituents; interest on the funds invested and tied 
up*, the costs in respect of book-keeping and accountancy: and the 
costs incurred for losses and bad debts. All these costs have to be 
reduced to the minimum. Another point thatneeds tobe appreciat- 
ed is the way in which the attempt to reduce costs is to be made. 
In this, there are various methods; drastic steps include refusal on 
the part of the merchants to their clients (but this is too drastic 
a step to be advised), another one is to deal on a cash basis, this 
may also be difficult. Laying down limits for different indivi- 
duals is also another device for the same end. It may be pos- 
sible to encourage cash dealings by offering discount on such 
transactions. The same end could be achieved by charging in- 
terest on credit deals. Salesmen co.uld be held responsible for the 
collection of cash from the individual dealers, but then the 
dealings may be considerably decimated by salesmen with dis- 
advantage to their business, and this may consequently reduce the 
profit margin. On larger items, the merchants could ask for 
securities; as for example, crops may be taken for advances given, or 
the conditional rale- contracts may be used instead. The merchant 
could also reduce “costs” by following good and speedy collec- 
tion policies, by sending out regular notices to his clients, or by 
personal contacts with them. In the extreme, the step of taking 
wider profit margins to accommodate any bad debts, may also be 
adopted, but this .would reduce the competitive strength of the 
merchant, who may, therefore, be hesitant in following this 
policy. A correct policy is derived from the circumstances of the 
community and the merchant himself. Regarding the “links” 
between the merchant and the credit agencies, it may be pointed 
oyt that closest ties are binding the merchants and the bankers, 
for without such intimate connection, business may not prosper. 

Storage and Warehouse Finance ■ Attention may be directed, in 
this last paragraph of the section, to warehouse and storage 
finance, in order that the full perspective of the roarketing finance 
may be obtained. The essential requirements, in this connection, 
are good storage and warehousing facilities for the protection 
of goods, which, in agriculture, arc of a perishable nature. This 
would also involve some expense for insurance of stored 
commodities against loss. The storaging facilities should also 
be of such a nature as to ensure a regular flow to the market, 
without in any way prejudicing prices or adversely affecting 
them. Warehousing receipts could serve as collaterals for 
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negotiating loans which the merchant may like to have for his 
merketing expenses The nature of the receipt is an important 
and significant determinant of the amount to be advanced to the 
merchant The profits from the storage of crops depend on 
price trends during the time of the storage , in this sense, 
storing should be done on very rational grounds and also on the 
basis of price trends Warehouse receipts play an important patt 
in securing credit from banks and other such institutions The 
-receipt, which is the basis for the grant of loans, would be 
•suitable and helpful if it correctly gives all information m 
regard to the amount and the quality and the grades of the com- 
modity stored It must also underline the relationship between 
the bailer and the bailee for it is on this basis that credit is 
extended And then the condition, for the grant of credit 
on the strength of the warehouse, may require that it is not under 
the management or the supervision of the interested patty, the 
merchant in this case Usually, credit is granted on the security 
of the warehouse, which is passed on to the management and 
the supervision of the lender or the financier 

The Co-operati ve Finance In this section is dealt the ro- 
hlem of the Co-operative financing In view of the large 
amounts needed, it is difficult to operate strictly on the co- 
operative basis Most co-operative associations are of a local 
character and provide for their loans and borrowings on a local 
basts, with guidance and assistance, from the headquarters and 
the Central banks Co-operative finance has the advantage of 
inspiring the peasants with the idea of self-help and also that 
•of restricting the credit to the resources of the community 
In this respect, attention may be drawn to the fact that the 
finance being only extended to members and for their genuine 
needs, co-operative finance has also the advantage of identifying 
purpose and use 

Credit Unions A group of people with some bond of com- 
mon interest and living in the same community, agree to form a 
■credit union with the object of giving loans to each other, on 
very cheap basis Savings are pooled, and out of these savings 
are advances made to members Small sub-committees of members 
sanction these loans and see to their genuineness The rate of 
interest is also low They may finance the poorer lot, the low- 
income groups, the working men and also the labourers They 
also encourage the twin virtues of thrift and savings State hat 
recognised the movement and passed laws enabling the movement 
to prosper The organisations are small and they are performing 
functions useful to farmers in the extension of cheap credit to 
them These organisations are mostly operating in the rural 
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areas. But there are pitfalls, too; one difficulty is the low 
amounts which the union could advance to the peasants. Another 
difficulty is the lack of finances. Still another difficulty is 
mounting bad debts. And when the state intervenes, the people 
losetheir own initiative and leave things to the state officials. 
And then the lack of banking experience on the part of the 
peasants has also been another influence working in the same 
direction. 

Loan Associations. These associations feature the American 
rural society. Their function is making, servicing and collecting 
loans ; and guarantee loans, made through them. The associations 
provide local credit services and also assume financial responsibi- 
lity for the loans made to the members by the Federal Land 
Banks. They would, therefore, be careful in recommending 
loans they want their members to have. The funds, obtained by 
the association, are invested in the bonds and the stocks of land 
banks. Apparently, it is quite all right, but in actual practice, some 
defects have come to the fore. There is the divided responsibi- 
lity as between the loan associations and the land banks. And 
there is the lack of income, and of interest by members of the 
association. But the associations have done wonderful service 
to the farms and farmers in recommending them to be considered 
for loans. Land banks can grant loans but the responsibility of 
the realisation of the loans is that of the association. Greater 
responsibility is being shouldered by the associations, and limits 
are put on their recommendations. 

Mortgages and Short-term Credit. Attention may be invited 
to mortgage institutions, which grant mortgage credit' to 
peasants. Mortgage credit institutions have attracted a lot of 
attention. The origin of the institutions may be traced to the 
German Landschaften, to which the landowners pledge mortga- 
ges of their land in order to obtain credit. Amortised lands are 
made by these banks. The loans have very very long maturities, 
and in certain cases are permanent debts. Bonds are issued and 
retired in order to secure so much needed credit. These insti- 
tutions have also been organised on co-operative basis in other 
countries and have proved a success, too. But the defects relate 
to the lack of experience and expert knowledge about the work- 
ing of the land mortgages on the part of the members, the 
promoters and the organisers. Hence it is, that these institution* 
have not worked well in the regions where they have been trans- 
planted, now. Another defect is the usual malady of the lack of 
funds. In most countries these institutions are being run by the 
State ; public land credit institutions, as they are named in 
most European countries, are also established, for the same 
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purpose They issue bonds, secured by mortgages, and guatan- 
teed by the state The lower credit ratings of the peasants hinder 
business Central banks help them The overhead and the 
operating expenses should be reduced In regard to short term ' 
credit, it may be stated that thousands of such associations are 
operating nearly everywhere These institutions are quite similar 
to the credit institutions described above, with the only difference 
that they are small institutions, just community affairs, even when 
they have connections with banking institutions Their operating 
costs are low and the work done is without charge by the mem 
bets They play an important role in the reorganisation of credit 
on co operative basts 

Financing the Cooperatives The financing of co-operatives 
is an important problem, for left to themselves the co-operative 
credit associations do not have sufficient funds to finance their 
way through, and then they are also encumbered by the incidence 
of bad debts, which reduce their financing power It may be 
said that the co-operative banking institutions may finance 
co-operative associations, and give them loan for the purpose 
of financing the peasantry Still, the financial needs of co 
operatives are now expanding, with the result that it has become 
well-nigh impossible for them to stand on their own legs They 
obtain the necessary finance by inviting deposits from the general 
public to finance the movement and the farmers who may be in 
need of the same It may also be that they obtain the finance by 
means of bonds, (guaranteed by the state) which they sell to the 
public Another way is by subsidies from the state It is by all 
these means that the co-operatives obtain the necessary finance 
But the most important thing is not getting finance, as its misuse, 
for that is a greater danger to be faced by the co operatives It 
is always good to have some training in the methods, techniques 
and principles of co operation and then to go ahead with co-opera- 
tive credit Apex co-operative banks are also established to 
finance the regional co-operative banks, which, in turn, finance 
the unions and the associations It may be pointed out that the 
financial problem is to be solved in the context of the special 
circumstances attendant upon the situation peculiar to the 
locality and the conditions there 

Farmers' Insurance Needs The insurance needs of the peasant 
tm'owe a't'i turns* oi tconomit «tavYty View VKVft- 

rance has been very much extended, to cover such forms as crop 
and cattle insurance, too Insurance, also, is a source of finance, 
for the money is given when required Needless for us to go 
into the principles of insurance Suffice it to point out that 
insurance, in the sph°re of agriculture is a provision against the 
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■risk and the hazards, attendant on the same. In this connection, 
it may also be pointed out that the provision of insurance is as 
great a necessity for the peasant as for anybody else : in fact his 
need is greater, for the simple reason that his vocation is attended 
by greater instability. For instance, the need of the peasant for 
accident insurance is greater than that of the city dweller, for 
the fact is that the accident rate in the sphere of agriculture is 
high. 

Aims and Objectives. The chief aim is to stabilise farming 
operations, by making available to the peasant the finance that is 
needed by him at time of emergency. By paying small amounts 
in the form of premia, the peasant is able to get a large sum of 
-money sufficient to cover his expenses, which may be incurred in 
an emergency loss, which is suffered by him. A crop, which is 
insured against risk of loss, need not be a source of worry to the 
peasant nor need he fear that the destruction of the same would 
mean any financial loss to him. Similarly, when the peasant has 
insured his cattle, he would not be in danger of having to suffer 
on accpunt of loss. Another objective is to ensure among the 
peasants the habits of thrift and savings*, they very seriously lack 
this habit. And finally, insurance culminates in giving the 
peasants, the much needed experience in the matter of community 
savings. Thus insurance would help the peasant and stabilise 
agricultural operations, too. 

Organisation and Operations. The usual form of organisation 
may be a mutual or a co-operative one, which could be of help to 
the peasant. Possibly, well-established insurance companies may 
undertake the business of insurance. The management of an 
insurance organisation may be vested in the board of directors, 
formed under law. The directors may be elected by the members 
" of the insurance society at their general meeting for a term, 
usually not exceeding three years. Sometimes, a part of the direc- 
torate may retire every year; this gives advantage of continuity 
of pqlicy, which they may enforce from time to time, but with- 
out vested interests being created. Votes may be allotted on the 
basis of the insurance carried, policies, investments or shares and 
stocks held. The officials may be the president, the vice-presi- 
dent, the secretary and the treasurer, and the auditors (who may 
be appointed by the state), all the others being elected by the 
directors of the company, or the society. In the case of compa- 
nies, the liability is limited, while other organisations may have 
unlimited liability. Regarding the operational side, the usual 
practice, with the mutuals is to appoint special agents to solicit 
business and membership. The applications for such purposes 
go to the officials, local and in the headquarters, the final 
authorities for sanction. The farmers’ mutuals, as the co-opera- 
4ive insurance societies are styled also cater for membership 



728 


FIRARCIflG THE FARMERS 


drive, for the larger the range of membership, the greater is the 
security and better the resources of the society Sometimes the 
agent is paid on a flat percentage, a fixed fee on commission 
basts Full cash premiums are also collected by the societies In the 
case of loss to the articles insured the payment is made to the 
assignee, who need not starve for want of funds, under insurance 

Forms of Insurance There is a great multiplicity of the 
forms of insurance fire insurance, crop insurance, cattle jnsu 
ranee, windstorm insurance, life insurance and accident insurance 
rtre insurance protects the peasant against loss arising out of fire 
and the damage resulting therefrom it covers risk against lightn- 
ing loss This type of insurance is provided by joint stock com- 
panies and farmers’ mutuals Insurance companies also insist on 
reasonable precautions against fires and protective measures to be 
adopted by the peasants, insuring against the risk of fhe The 
educative influence of the fire insurance as also of the other types 
is inestimable Crop insurance is the most important type of an jnsu»- 
tance service developed in tutal regions crop* ate insured against 
risk of loss or damage by hailstorms Insurance takes notice of 
standing crops and its follow-on Crop insurance gives protec- 
tion against all odds and hazards, such as draught, rust, 
insects, animals or any such pests This insurance is, there 
fore, potent jn providing stability to the peasant Windstorm 
tnsuranee provides protection against windstorm hazards and is 
now going out of vogue Livestocks insurance may be more bene- 
ficial to the peasants, for it provides against the loss of cattle by 
disease or accident, as also by fire or theft 

Insurance Finance What about financing farm insurance ? 
This question has to be tackled in the light of the meagre resources 
in the countryside Finance may be partly secured by means of 
of premiums but if dependence is on this type of finance, the- 
disadvantage is in the form of higher premium rates Assessments 
may also constitute a major source of this finance Similarly,, 
membership fees are another source of finance This analysis 
refers to the farmer’s mutual, for in the case of the joint stock 
insurance companies, the sources may be from joint stock funds 
Contributions and deposits from members, also, may constitote- 
another source, on which some reliance may be placed Levying 
in assessment, after each material loss, is another method for 
financing insurance But with the growth of the size of concerns, 
this does not remain a major source Or, the reliance may also t>fr 
placed on borrowings from the state of the banking organisations 
to finance the extraordinary losses incurred in exceptional years 
In this respect, it may also be stated, that the source of finance 
may as well be the State, or the Central bank who maybe inclined 
to encourage this venture, in the interests of sound farm 
finance 
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Summary and Conclusions • The subject of agricultural finance 
is vast, and also complicated by several considerations. The most 
important one relates to the inelasticity of demand for funds on 
the part of the peasant. With his resources limited and his staying 
po-wer low, the peasant’s dependence upon external finance is 
great. It may also be stated that the finances required by the 
peasant are of several types; the short-term, the intermediate-term 
the long-term, marketing and co-operative finances, the last two 
being indirect ones. All varieties of financial needs were adjudg- 
ed in the light of the problems of the peasant. It was discovered 
that the short-term finance (the most common required by the 
peasants) is mainly arranged from internal sources, e ■ g. the indi- 
vidual money-lender or the merchant, while the long-term finance 
is mainly drawn from external sources. Another point is that 
while the peasant’s need for the long-term finance is elastic, 
his demand for the short-term finance is mostly inelastic ; the 
longer the term of the loan, the more elastic is the demand 
or the finance. This conclusion seems to hold true in major 
cases. Another conclusion is that the financial needs of the 
peasants are of differential nature, varying with cyclical and other 
changes and variations in the agricultural sphere. The lending 
limits of the peasants-also vary with different financial agencies ; 
the most liberal agency is the state, but in this case, too, the 
budgetary needs put a limit on financial assistance, rendered by 
it. In regard to social aspects of the problem (and in this is also in- 
cluded the legal ones) it was noticed that the best agency in the 
circumstances was the State for shorn of its red-tapism, it did not 
have bad social consequences, which the other agencies might 
have ; in this connection one might even recommend the nationa- 
lisation of rural finance, in view of its advantage of low rates, 
and long terms. The problems of repayments and recoveries and 
carryovers raise special questions. Repayment has to be adjusted 
to the peasant’s paying capacity, which in times of stress and 
strain, is seriously affected, with the result that the paying de- 
mands must be adjusted in the interest of good agrarian relations. 
The problems of emergency lending and lending for temporary 
periods were discussed ; the most important point is that these 
unforeseen demands on the part of the peasant, must also be met, 
if only to enable him to tide over a difficulty. Marketing finance 
was examined ; the problem needed closer examination, the re- 
quirements in this respect varying with the type of the merchants 
and his practices. The financing of the co-operatives was an im- 
portant contribution of the analysis to the main argument ; the 
co-operative methods of finance, though important and useful 
are not dependable for they are weak sources. In regard to the 
insurance needs of the peasant, were examined the main forms of 
organisation and their operations ; and the extension of the farm 
insurance was advocated, in the interests of financial stability. 
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The Farmer Rural Aspects Research and Reorganisation Environ 
merits and the Community Types of Rural Institutfon l egislation and Policy 
State and Agriculture— Stale Intervention Agricultural Policy Production 
Policies Marketing and Distribution Mobility and Diversion Agricultural 
Protection Controls and Restrictions Subsidies to Agriculture The Co-op “ra 
live Movements— -Scop» end Objectives Types of Co operations Organisation 
and Functions Successful C-o-operation Pitfalls and Dangers Panning for 
Agriculture Need tor Planning Difficulties of Agricultural Planning films 
and Objectives Forms cf Plannina Integration and Co ordination The 
Planning Authority Rural Attitudes The Peasant s Parhc palion The Future— 
The Prohlems Inn qualities and Prices Standard o 1 living The Country and 
the Cl y Pop datlon Movements The Question Mark Concerted Action The 
Extension Services An Epilogue 


This last chapter peeps into the future All welfare move- 
ments seek to elevate the standard of living rather than standards 
of production The future of the farmers and not that future of 
agricultural industries is important The objective of a higher 
living standards of the peasant being fulfilled, the welfare of the 
major part of the world is also realised, as this is what determines 
the welfare of larger numbers of the world’s population, which is 
composed of peasants This chapter starts with a preview of the 
situation and the setting in which the peasant finds himself a 
descriptive survey of the farmer’s style and status in the society 
of which he is a member The next section deals with the all- 
important topic of state Intervention in agriculture, and discusses 
such important subjects as agricultural policy, agricultural protec- 
tion, and the restrictions and the controls imposed in the sphere 
of agriculture The one thing that appears to have been omitted 
is the puce policy, to which was made extensive and detailed 
reference in an earlier chapter on “Adjustment by Pricing” The 
scope and the usefulness of the Co-operative movement is examin- 
ed in the next section, which is devoted to its types, organi- 
sations and objectives, separate section studies the problem from 
the point of view of the peasant and his attitude Suggestion* 
are made about reducing inequalities of wealth, improving living 
standards of the villager, directing population movements, and 
contrai'iVng ffte impact of" prices on the peasant arrd 
■conditions What remains still unsolved, how it would be solved, 
also attracts our attention in the end 


The rawer The growth of national wealth and income 
does influence the peasant too For instance, several ament ie 
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°f life have been introduced in rural areas, with the consequen- 
tional modernisation of the village. Due to greater contact with 
the cities and the urban areas, the life of the peasant has been 
transformed. Greater opportunities for improving his economic, 
social and political status have been provided now than ever be- 
fore. With better farming, the emphasis has also been shifted to 
better living. The possibilities for better reorganisation of the 
countryside and peasant life are now more numerous and it has 
been demonstrated now, that with a proper approach, the status 
of the peasant and his resources should also improve considerably. 

Rural At peels- Many are the hopes and the fears in the rural 
areas, it is on the basis of these that the rural society is built and 
reconstructed. Landless labourers nurture the hope of rising up 
the social ladder and the tenants of becoming peasant-owners. 
But these movements upwards in the social scale have to be 
punctuated with some struggle on their part. And there is resis- 
tance at every step; it is here that the state and other agencies 
could play a vital role. The peasant is the product of his environ- 
ment, which has to be improved to bring about an improvement 
in his status. "Now that the attention of all the progressive ele- 
ments is focussed on farm families, the problem is to be viewed 
in proper perspective. The reinvigoration of rural life is not the 
same thing as the poetic appreciation of nature and rural land- 
scape; it is rural prosperity which is essential to the revitalisation 
of the rural society. Admittedly, the movement to raise stand- 
ards in the countryside is not just philanthropic but one calculated 
to improve the very foundations of national economy, and to put 
the same on surer grounds, too. It is directed to the reorganisa- 
tion of the rural movements in such a manner as to replace the 
existing maladjusted social relations and to eliminate social in- 
equities. , Urban life, too, may gain from the development and 
the reorganisation of the country life and the rural institutions, 
which is the object of reform by the planner. 

Research and Reorganisation’;. It may be maintained (and 
correctly) that the lines of development would follow’ research 
conducted into the state of affairs in the rural countryside. 1 here 
is lack of information about the conditions in the countryside and 
in this state of imperfect knowledge, it would be inadvisable to 
go ahead with any plans for the reorganisation of the rural society, 
for that would be a leap in the dark. Agricultural surveys are an 
important prerequisite for development plans and programme. A 
rural survey should include exploration, inspection, judgment, 
and a campaign for facts about particular rural aspects, and should 
be a scientific record of the entire situation, as it is and not as 
it should be. The problems of all communities are typically local 
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and entirely peculiar Every community has to build its own life- 
on its own organisational set-up, and therefore these surveys 
should be undertaken by several independent agencies, to afford 
cheeks and counter-checks on the same facts, as collected by each 
individual agency These surveys should be undertaken by 
schools, agricultural department, boards of inquiry, welfare 
organisations and other such organisations and state agencies The 
pan of research should be on a co-operative national basis and 
we 1-mtegrated and co-ordinated, too, for without this, the 
position would be incorrect and even misleading Also selected 
problems should be taken up for study, and methods of research 
agreed upon In this connection, a census of population may be 
of use it in pointing to the directions in which further efforts 
should he directed It is on this basis that the reorganisation of 
the rural life is to be undertaken Reorganisation must notice 
the place and the role of the household in the rural areas, and tty 
to tiding about a re-integration of the family life, or at least 
protect it from external disintegrating influences 

Environments an l the Community In this environmental 
sphere, the fust rung of the ladder is the family which should be 
reorganised and put on a stable basis, for no social progress is 
worthwhile if the family weakens in the process, especially in the 
rural areas, where the attachment of the peasant to hjs family is 
very great, and where the unit of production and operation is 
also the family fhe role of the family is of utmost importance 
Better living in the home and making it mote beautiful and 
attractive to live in goes far in providing the much needed im 
petus to the peasant m the way of bettering bis circumstances, 
and serving as an incentive for making farm practices better 
That home is the source of living in v illages, should not be 
underestimated The burden of debt is to be taken away from, 
farms and households, without this step it would weigh heavily 
on them and damp their living And foremost of all, the house- 
hold must be stabilised, for stability at home would bring about 
stability in the community, too Next ranks the neighbourhood 
family life is environed by neighbours The drama of life is 
enacted among neighbours and their relations to each other It is 
because of the neighbourly influence, that even the more progres- 
sive elements in rural areas, get damped and have to accord to 
the less progressive ones It is admissible that neighbourhood is a 
loose and incoherent organisation, especially in the West, but in 
the Eastern and ‘‘backward’* economies, the looseness is not 
marked Some bonds may be traceable, those of race, topography* 
institutions and religion It is conceded that howsoever loose 
the neighbourhood may be, it is still an important influence in 
the country’s reorganisation Scientific farming needs good neigh- 
bourhood spirit, and enterprising neighbours, with progressive 
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approach to various problems. All these are the prerequisites for 
raising rural standards. Technical co-operation could only thrive 
on the foundations of neighbourly co-operation. Good neigh- 
bourly spirit is very essential to the advancement of farming. 
Common policies with respect to sanitation and communications 
in the vicinity are essential to the maintenance of good relations 
and also good agriculture. Neighbourhood population groups 
are the most important ones in the economic utilisation of local 
-resources. This is the result of the social texture, social psycho- 
logy and social economics as operative in the countryside, and as 
■emanating from neighbourhood. Also, the foundations of the 
business community (the next rank in the social set-up) are in 
neighbourly relations. The farmer, as he conducts more economic 
activities, is a member of the business community and is under 
its impact. The most important thing that the peasant needs is 
•the espirit de corps of his fellow business associates. It is idle to 
imagine that the peasant is an isolated seller or buyer of produce, 
for even the price he pays or gets is the resultant of forces operat- 
ing on a communal scale. And then there are obligations and 
^responsibilities attendant upon the peasant becoming a member 
of the community to which he belongs from the business point 
of view. Neither could the businessmen ignore the peasant, for 
their business is rooted in the attitudes of the peasantry, their 
resources and productive efforts. Legal relations originate from 
"business relations, practices and associations. 

Rural Institutions ■ Important rural institutions relate to 
-education, business, society, religion and health. True, the far- 
mers could sometimes go on without the exchange mechanism. 
What business institutions are conducive to the betterment of 
the peasant is a moot question, that is to be decided in the light 
■of local traditions and conditions. Business institutions determine 
-the economic conditions of the peasantry. The problem of busi- 
ness institutions and mechanism is one of devising the ways 
and means for building up of farm life, through a system of inte- 
grated social channels and the mechanism of business activities and 
methods. The business and the agricultural interests of farm life 
:are closely integrated ; this needs to be appreciated. For instance, 
the fact that the peasant has to sell his produce, is sufficient to 
suggest that business institutions influence his income. An im- 
provement of business mechanism may ensure the stability of in- 
• come to the peasant. The impact of educational institutions is 
of the utmost importance in building up the future society and 
also giving the correct leadership to rural peasants. Schooling 
-determines the social fabric, potentially speaking. The fact is 
-that deficiencies mark school education in rural areas. And the 
jproblem is one of reorganisation of the educational system in the 
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light of the needs of the countryside In this matter, it has to be 
recognised that the school could also serve as the centre of 
guidance and information for the peasants, hence the selection of 
the teachers should be made accordingly Next are the religious 
institutions for the peasant is mote or less religiously inclined, 
at least more religious than the urbanite The rural religious ins 
titutions play a significant part in the formation of character 
and other qualities required for the improvement of life provid- 
ed the religious teachings are interpreted in the correct manner 
These must conform to the nature of the population Social insti- 
tutions have an important role in racial relations of \illage life 
The problem is that of bringing about a concord as between the 
economic life and the social traditions and institutions Spice 
and entertainment should be injected into the life of the peasant 
Health centres must be mentioned for the maternity general and 
veterinary hospitals reduce a lot of waste Such institutions must 
be multiplied in the interest of the health of the people Govern- 
ment institutions refer to the local self government in the vil 
Iage with their extension the spirit of the peasantry is high, and 
the peasants’ problems tackled in an autonomous spirit Extension 
services are dealt with below 

Legislation aid Policy A word need be said about legisla- 
tion for rural areas State activities also extend to the tax structure 
in the countryside and the employment of other services in mil 
areas I egislation has to be encouraged on such lines as do not 
seem good to the legislator but ate realistic Rural legislation 
embraces a vast canvas it includes debt legislation land legislation, 
etc The framing of legislation for the rural areas means a definite 
policy to be chalked out and a definite programme and outlook on 
the part of the legislature and the party in power Land policies, 
it may be said, parenthetically, are important in the development 
of the personality of the peasant, for they determine the land re- 
lations in the village ana these land relations are the most basic 
for rural relations And legislation should be based on research 
and investigation into rural problems, for then it would be able 
to remedy effectively the malady that infects the countryside 
Legislation should also be such as may be possible to implement, 
otherwise it will beifseless 

Stale and Agriculture In this section, it may be worthwhile 
ta s.tsid’j tile 1ater.-cnonectm.O- as between the State and Agriculture 
m a country The State policy towards agriculture is quite rele- 
vant to its complexion in the economy State may directly inter 
vene in the agrarian structure through the formulation of the 
national agricultural policy which fits m with her general econo- 
mic policy, production policies m the sphere of agriculture and 
state policies regarding marketing and distribution, the diversion. 
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of resources from and to agriculture, (as the circumstances may 
warrant), policies regarding controls and restriction in the agricul- 
tural and the general economy and finally agricultural protection, 
and the subsidies to agriculture. It does appear, from this enu- 
meration, that the field to be covered is sufficiently vast, and 
one which is beset with great difficulties and dangers; and needs 
careful implementation by the State. ' 

Slate Intervention. The assumption so far in this disserta- 
ion has been that the economy works smoothly on the basis of 
free and open competition, while the state may also intervene in 
economic spheres. Special attention needs to be devoted to the 
agricultural sector, because of the dependence of agriculture on 
land, the systems of tenure and the laws of succession, which 
derive from the statutory and social framework. The second reason 
for this intervention is that agriculture is predominantly a small- 
scalevindustry, usually under-capitalised and often starved of capi- 
tal so that the state has to make up for the deficiency, and also 
protect him against the middleman. And agriculture and other 
allied industries remain comparatively depressed, making it 
necessary for the State to come to their rescue. Fourthly, 

, agricultural prices and therefore, profit margins in agriculture, 
also fluctuate very frequently and also very intensely so* that it is 
essential for the state to safeguard agricultural interest and to. see 
that the fluctuations are minimised. Fifthly, the various social and 
political factors and forces also make it obligatory for the state to 
intervene in the agricultural sector. Sixthly, the view-point of 
the agriculturists is not progressive so that the state has to take 
up cudgels not for the sake of framing necessary legislation, blit 
also for rousing enthusiasm of the cultivators. Lastly, the state has 
more often than not to supervise and guide (if not actually finan- 
ce) the co-operative movement, which is increasingly playing an 
important part in rural reconstruction movements. 

Agricultural Policies. State agricultural policies may concern' 
themselves with the whole of the rural and agricultural arena. The 
term ‘agricultural’ policies embraces a vast field of state activities 
for they may also include the policies of increasing and multiply- 
ing the agricultural and general economic opportunities in the 
rural sector. This topic is, however, outside the scope of this ele- 
mentary treatise. Suffice it to point out that the agricultural em- 
ployment policies affect the demand for labour and also the in- 
come of the agriculturists. Agricultural policies also include poli- 
cies towards the debtor-creditor relations in rural areas (dealt with 
in a separate chapter on rural finance) and labour legislation, affect- 
ing the field of agriculture and the landless labour employed in 
cultivation. Agricultural policy, broadly interpreted, refers to- 
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the policy, broadly interpreted, refers to the policy about cottagt 
and rural industries, and about land distribution and land tenure 
It is not possible to deal with all these phases (of agricultural poll 
cies) in this short section, hence treatment is selective It maybe 
noticed that the mam forms of policy relate to production distti 
bution, control, protection and diversion of agricultural resources 
from and to the industrial sector 

Production Poltctes The main efforts of all enlightened and 
welfare states are directed to increasing productivity of agncul 
tare If possible, quality is also sought to be improved in addi 
tion to the increase m quantity The State could adopt a good 
rational policy towards the land tenures and improve its producti- 
vity Such a system of tenure has to be evolved as would secure 
the tenant stability as also improve productivity (This aspect of 
the problem has been dealt within the chapter “Ownership and 
Tenancy ”) It is the effort of the state to increase the ptoducti 
vity of land from the qualitative angle for the state may be 
come owner of land, so that all production policies could be im- 
plemented as desired State may also be able to improve ptoducti 
vity by the regulation of land ownership in such a manner as to 
implement production policies it chalks out The state may 
supply free advice to peasants who want the same, and also tequi 
sites of agricultural production, such as fertilizers and feeds, at 
nominal charges It would be of service to peasants by providing 
cheap breeding services In brief, state help and assistance is 
essential, and secondly without this help the deficiencies in pro- 
ductive apparatus are likely to persist Both the points are inter 
related and between them provide the answer to the limitations 
of the state policy in production 

Marketing and Distribution In this respect, the reader may 
be advised to refer back to the chapter on agricultural markets, as 
a background to the whole problem of state help and intervention 
in the sphere of marketing State intervention in wholesale trad 
ing is for the interests of the consumer But more important 
from the view-point of the peasant is intervention to lower the 
costs of marketing , to this end, states have devised such policies 
and legislation as may bring about a lowering of costs, by fixing 
maximum charges at each step This must be coupled with regu 
lation of marketing system, of the weights and measures and of 
retailing Adequate information about correct price and produc 
tion trends, the provision of storage facilities at nominal costs, 
the system of zoning to eliminate the excesses of competition 
the fixing of ceiling and floor prices, and undertaking of retail 
operations by the state or the semi-state authorities, are some of 
the devices That may be adopted by the state in ensuring good 
and efficient marketing In the sphere of wholesale trading, the 
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state may have different objectives, as the ensuring of right pro- 
fit margins on the part of dealers so that the demand for the com- 
modity may not shrink, or exploitation of the peasants is eliminat- 
ed- Two methods have been usually adopted by the state • that 
of co-operative marketing, and that of supervision and control 
1 he first method has already been dealt with above. Regard ng 
the second, some means and measures were enumerated It may 
■not be out of place to mention here, that setting up of boards of 
inspection and of enforcement of standards would go a long way 
to ensure fairness in marketing practices. Direct efforts may be 
made to encourage competition among the middlemen so as to 
-•secure good prices to peasants, if it be not possible to define and 
regulate the charges. And then the state may also prescribe 
standards of quality so that the interests of the consumers could 
be safeguarded. And in the last instance, the state may itself 
.assume the marketing functions. 

Mobility and Diversion. The next step in state policy is to- 
wards the proper diversion of resources to agriculture. The 
allocation of resources, would, in the long run, tend to be ac- 
cording to the principle of the equi-mar ginal productivity but 
it is the disparities in the distribution of resources as between 
agriculture and industry that needs to be corrected by the state- 
Not merely this ; it is essential to provide mechanism for the 
transference of these resources- The consumers and the produ- 
cers (both agriculturists in this case) are benefited by the im- 
provement of techniques. The state could also take steps to re- 
move inequalities and disparities as between industry and agri- 
culture, by accelerating the transference of the productive fac- 
tors from one to another. The state should also assist in the 
movement of labour and capital by providing information as to 
better and more remunerative occupations and also by direct as- 
sistance to productive factors. It may also be emphasized that 
the same ends could be achieved by modifying the practices of 
the peasants, advising them to introduce such crops as are likely 
to be in great demand, and also making available to them the 
•fruits of research. Sometimes, the state may compensate the 
peasants for adopting the practices enabling the shif t of agricul- 
tural production in the desired manner. But in the transference 
of the labour force, different methods may be adopted, e.g. t pro- 
viding cheap means of transport and better remunerations in 
alternative occupations. 

Agricultural Protection. Protectioh of agriculture is not simi- 
lar to that of industry for the problems and the issues are vital- 
ly different; the objective is to make agriculture less vulnerable 
to various influences from outside. Also, the objective may be 
47 
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1 ° prevent and el.m.nate altogether, ,f possible fluctuations 
individual commodities, their production and pr.cet, by adorn 
ing suitable policies The interests of the aericullur,.;. “ P * 
always furthered by the state a. the expend „VX' ”« 
nomy and the state revenues And then such schema mV h7 
adopted as are to the specific benefit of a part.cul” regTo „ bv 
means of subs dies or grants to agriculturists ,n certain reemn. 
Transference of economic benefit could also be effected E„ 
tion and fiscal measures A part of the agricultural . “, V ‘ 
be nationalised, in the interests of agriculture ,f „ ’ r “ ay 

too weak for the private mitiat.ve to exploit sU * C *° r ,s 
pansion and progress may only be ensured by mea n > oUomnJ 
s.on so that certain proven beneficial practices m av hi ^ P * t 
on the widest scale possible, certain methods of ZSY , do P ted 
be forced on cultivator, On n™ 5 Wat,0B may 

tance to the agrtcultnral sectot tray be advised for’nTt’ “V"” 
for social stability In th.s place, mention mf y be made o“ ,he 
specific forms of protection, of wages and of income" etc ThZ 
protection of wages may take the form of tc Th 

ttes^n'agr.culutVal'and^rura*! a^eai^Sups^hoald'be^o^P 0 ^ 11 ”!! 

very cautiously implemented by the state P ‘t to be 

the atrSturm ^ ^ 

^^i^:r r %,, D '^ c rT^,£ rp €i 

SIM’s 4 ,. si? 

of emergency, direct aid enables agriculturists to overcome 
S r id.« a m C avTl S 8 o r ZT 8 CCr / am strate 8 ic and essential crops Sub 
croDS ?o L to rl t0 CnC0u 7»ge cultivation of certain 
lu? S ’£uhVJ?J d « e he COUntry s dependence on foreign sup- 
S““ S e ubs,dies ™ay revive some old but good agricultural in- 
i and , P ractlces -Another objective may be to increase the 
general productivity of the agricultural system and encourage 
the adoption of better types of farm practices For all thefe 
reasons and also for the stimulation of consumption of certain 
agricultural products whose consumption had declined on ac- 
Sntlnb Pn ml’ subs,dies may be given to bring about a re- 
duction in price The effect of subsidies is to increase the profit 
margin and also the real incomes of the peasants Subsidies may 
bring about necessary readjustments in production, and are paid 
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on the cultivation of selective crops or on the production of all 
There may be discriminatory or general subsidies. But their effects* 
have to be pre-estimated, for the subsidies may increase output 
of one product at the expense of another. They may be limited" 
to the produce or the profits of the peasant, so that his income' 
increases substantially. The chief advantage of a subsidy is 
that it burdens the general taxpayer, and in this manner the" 
shift of income is from the non-agricultural sector to the agri- 
cultural and rural sector. e - 

The Co-operative Movement. This section examines the forms' 
the objectives and the methods of the co-operative movement 
for sometimes it may achieve more than all the state activities 
combined. In thtftrst instance the scope and the objectives of 
the co-operative movement are analysed followed by a descriri- 
tive survey of the types of co-operatives in the agricultural sec- 
tor. And next are. dealt, at some length, organisations and 
functions and principles of the co-operatives. The section 
closes with a review of the pitfalls and the dangers attendant" 
upon the movement. Co-operation is connected with unselfish 
efforts of the peasants to the realisation of agreed ends in view 
in this case those of improvement and betterment of the agri- 
cultural system. In the broader sense, the co-operative aims°at 
the elimination of the middleman, in whatever capacity he mav 
work, and to induce joint action among peasants for the success- 
ful termination of their operations in whatever direction they 
may be. Joint action under the banner of co-operation must be 
organised for the benefit of all members. 

Scope and Objectives. It is on the realisation of the aims 
and objectives that the successful operation of the movement' 
depends. Common well-being is the objective in all co-opera- 
tives, organised joint action for mutual benefit. Peasants orga- 
nise for the purpose of performing more efficiently, or more 
economically, the functions for which they have to pay. 
There is better need for co-operatives when agriculture is* 
afflicted by the presence of too many intermediaries, and also 
by heavy charges on the peasant. In the event of farming be- 
ing uneconomic, co-operatives are advised for poor peasants 
Their scope is rather wide and they embrace all types of econo- 
mic and agricultural activities too. Co-operatives remedy th<§ 
wastes of agriculture, and put agriculture on a sound financial 
and economic basis. The economic objective is that' co-opera- 
tives work more economically for the well-being of the pea- 
santry. V 5 

Types of Co-operatives. The field of the activity of the 
co-operatives extends over all types of agricultural activity : 
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e g, cooperative farming, co-operative marketing and the 
credit facilities extended b 7 cooperatives It may be stated 
that the co-operatives also embrace non-credit organisations 
and activities thrift societies, education societies, housing 
societies, reform societies (undertaking social reform and also 
advocating the same), grading and standardising societies, the 
transport societies on an identical basis , and village recons- 
truction organisations It may be difficult to deal in detail 
with various societies here Mainly there are two types of socie- 
ties, the single-purpose societies , and the multipurpose tocieties , 
undertaking ambitious programmes 

Organisation and Functions What are the functions of co 
operatives ? And what is their organisation? Functions must 
be definite , these depend upon the organisation of the move- 
ment, as also its aims A single-purpose society has functions 
different from those of the multi-purpose one The single-pur- 
pose society would pursue objectives necessary for the fulfil 
ment of its special aims, while the multi purpose society would 
engage in many types of activities Co-operatives may obtain 
loans from members (credit co operation) or also provide 
at cheap prices, the daily necessaries of life, such as food, or 
even manures and seeds , or they may buy for the use of the 
members, the implements of agriculture, or they may also 
place the peasant in direct communication with the customer, 
or sell his goods for him , or assist in the setting up of a 
processing factory , or provide for free chemical analysis of the 
soils, foods or manure , or make temporary loansl to the pea 
sants, or provide housing facilities to its members , or give 
superannuation allowances for the members or the servants 
of the society , or do any other odd job that the members 
decide should be done on a co-operative basis There is a 
primary society with some few members, who pool their 
resources They may have a president, a secretary, and a 
treasurer There may also be federated co-operatives, to 
combine together the member-associations for mutual benefits 
Also there may be the regional associations, or state associa- 
tions for advising and guiding the units But the most impor- 
tant remain the local associations, and the superstructure ts Jen 
significant 

Success] ttl Co operations What are the essentials of success- 
ful co-operation What are the principles to be followed in 
order that! co-operatien may be successful ? Answers could 
not be categorical, except by* making some generalisations 
Certain principles could be laid down for guidance As pointed 
out above, the organisation must perform some definite tint 
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tion. The success of the co-operative depends on attention 
and interest. It is argued that multi-purpose societies could 
not succeed for the attention of the members is diverted to 
many directions with the result that they may not be able to 
perform their functions well. But this depends upon the 
outlook of the members) which is an important factor. Good 
management is also an essential factor, responsible for the 
success of the organisation- This means a thorough check on 
accounts which must be audited. The organisation must be 
developed both from the business and the social points of view> 
if the social side is not developed, the co-operators may not 
be enthused to the same extent. And then it must be the mem- 
bers, who should control the organisation, to the exclusion of 
all external and unnecessary interference. The organisation 
should be so organised as to be self-perpetuating ’, the best 
men in it should be available for the best jobs they could per- 
form. The financial risks of the ventures on which the co- 
operative society embarks should be well distributed and well 
balanced, too. 

Pitfalls and Dangers. Attention may new be focussed on 
the dangers and the pitfalls from which the movement suffers. 
The most important pitfall into which the movement is likely 
to fall) is mutual bickerings among members ; there may be 
the mutual jealousies and also petty disputes ; which may mount 
into big rifts and strikes at the roots of the organisations. 
Then the organisations may also suffer from the financial 
depletion and losses, for being founded on mutual accommoda- 
tion, the society may be unable to resist the financial demands 
of the members, with the result that it may accumulate bad 
debts. And when weak audit may be another pitfall for the 
co-operatives to avoid, this could only done by the state assum- 
ing audit functions. Another danger is the elaborate and 
expensive organisations that may be built up for the co-opera- 
tives. Go-operatives are weakened by the lack of understand- 
ing and accommodation among members, and also inadequate 
training on the part of the officials. Special training for 
co-operators is required for the success of the. organisations. 
Another equally great danger is for the co-operatives to fix 
their targets too high, with the result that when the same are 
not fulfilled, the drganisation may suffer from consequent 
desperation and remorse among the members. Lack of social 
cohesion among members is also dangerous- 

Planning for Agriculture. This section' deals with the ele- 
ments of planning as applied to agriculture. In the agricultural 
arena more than in any other sector, the need for planning is 
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panmount Planning is the order of the day and has found 
favour among a large number of statesmen Priorities and 
targets of planning may differ from one country to another 
Thus planning assu res different completions in different set- 
ups The one common target of all planning is to raise living 
standards of people for whom it is meant Agricultural plan 
mng, too, must have the same target, of raising the living 
standards of the peasants That is why planning is advocated 

Need for Planning Why plan ? This question is not diffi- 
cult, the answer to it lies in two stages, the first stage being 
the need for planning for the economy and second, the need for 
planning for agriculture It is not possible to answer the second 
question without answering the first The need for planning 
arises out of need for the co oruination of the economic strut 
ture of the country It is only by co ordination, that the target 
of incteased productivity is realised Hence, the need for 
planning for general economic welfare Similar js the end in 
view for the planner as far as agriculture is concerned But 
in agriculture, the need is more intensified, for the simple 
reason that agricultural production is run on strictly mdividua 
hstic-family basis, with the result that the need for co-ordinat 
ing the different and unrelated rural producers to the Common 
good is t urgent And planning is also advocated for raising 
peasant’s standard of living which is notoriously low, and often 
sub-human Another objective is the correct utilisation of 
limited land resources of the country , the farmer, pursuing 
his own narrow ends, could hardly achieve this and Still 
another point is the'necessity of the elimination of waste, 
which in the agricultural sector is rather pronounced The 
basis of the economy is laid in the agricultural production 
hence by revitalising it the economy, as a whole, would be 
toned up and the progress also attained 

The Difficulties But planning for agriculture is not an 
easy job, for it is beset with several difficulties Any planning 
to be successful, must work through some sort of control of the 
the activities of the producers , but the unit of production 
being very small and also dispersed (m agriculture), there is 
the difficulty of controlling the actions of diversified and 
small producers Even if it be possible to control the activities 
direct of a majority of peasants, it is difficult to direct nature 
rainfall, or climatic trends Then the ignorance of the peasants 
is another factor to be reckoned with, and it is an uphill task to 
convince peasants of the need to fall in line with planners 
And the sectional and the narrow interests of the peasants 
.also stand in the way of their co operation with planners 
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And then his prejudices handicap the planner. Lastly, it must 
also be conceded that the peasant has an outlook that does 
not visualise things beyond his own locality. 

Forms of Planning- In the totalitarian form of agricultural 
planning) the peasantry is reduced to mere cogs in the plan- 
ning machinery. This may not enthuse the peasant, although it 
may be quite fruitful in the short run, but in the long run this 
sort of coercion is not tasteful to him. Another form is based 
•on the regimentation of total economic forces ; with the result 
•that the interests of the farmer are subordinated to those of 
the other sector of the economy. This form of planning, consi- 
dered necessary from the point of view of general interests 
(?), may not be approved of by peasants, whose range of 
interests is narrow (they are unable to view the whole eco- 
nomy), and therefore, not successful in the long run. The 
•third form of planning is imposed from above, and arbitrary 
though the agricultural sector is on a basis of equality and 
parity with industry. The success, it attains, depends on the 
•smooth running and the efficiency of the administrative 
planning machinery . and may not be so successful being too 
bureaucratic. Still another form of planning is that which is 
from the bottom upwards, and leaves ample scope for the pea- 
sant to 'satisfy his own local ends ; in it the participation °f 
the peasant is ensured. It is more or less certain this form of 
planning is successful ultimately. 

Integration & Co-ordination. The essence of all planning 
lies in its ability to mobilize the economy, in a manner, which 
is well integrated and correctly co-ordinated, too. Co-ordina- 
tion and integration are the foundations on which successful 
planning is built up. This is to be completely and correctly 
appreciated. Integration has be looked at from point of view 
of different sectors of the economy, and also within agriculture 
itself. It is in this light, that the planners and the adminis- 
trators should attempt to co-ordinate and integrate the whole 
■system of the general economy, and give agriculture its due 
place. Integration of the agricultural system is to be from 
.agriculture as within itself and also it is in respect of the 
planning framework. Co-ordination with the other sectors of 
the economy is also necessary. Two types of integration may 
be advised : the vertical and the horizontal : the former being 
the integration of different stages of the productive process, 
and the latter relating to its similar stages. There must be 
the co-ordination of the productive efforts of the producers in 
the different stages of production, and also the co-ordination 
of the producers in the different sectors of production, so that 
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their combined efforts may enable the economy to reach the- 
targets in planning and production 

The Planning Authority In this regard much would also- 
depend on the planning authority, which could have a definite 
point of view and definite policy to implement If it is the 
central planning authority, national interests would supervene 
over the local ones, while if the national authority is a com 
posite one, all the different interests may be well balanced 
Similarly, the economic interests of the agriculturists find 
an important place in national economic plans But no single 
authority could be so constituted as to show awareness about 
local rural interests, which should also find a place in the 
economic planning It is advisable, therefore that the national 
planning authority be supplemented and assisted by the local 
planning boards to see to local interests, so that the same may 
be well served It is by this method alone that the local, rural 
and agricultural interests could be safeguarded 

Rural Attitudes It is the attitudes of the rural and »he- 
agricultural populace that are responsible for the success or 
failure of plans those of helpfulness and understanding 
would go along way to ensuring their success But, if the 
rural attitudes arc imbued with suspicion, the plan is only im- 
plemented at the official level, and not at the popular level , 
its success is partial This is why rural planning should be in 
consultation with the rural people The importance of rural 
attitudes is often underestimate*, with the result that the 
enthusiasm of the rural people is not roused Another point 
is that the basic attitudes of the rural people towards the 
general economic progress are important for the success of the 
plans those of backwardness and lack of initiative make plan- 
ning (also a form of progressive activity) a partial success 
Rural attitudes count for much 

Peasants' Participation Great stress is laid on public 
participation, in planning activities, as initiated by the state 
The same could be said of the peasants’ participation in the 
rural planning for without this the fate of planning may not 
succeed After all, the plans are for the progress and the 
elevation of popular living standards , but if the people do not 
desire to raise them, the scope of plan would be limited and 
its fulfilment remains only partial It is to be appreciated, 
therefore, that without the participation of the peasant, the 
initial handicap in agricultural planning persists The 
multiplicity of the production units and the non co operation 
-of the peasants in the planning machinery account (ot the 
planner’s failure 
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The Future. The future of the peasants is determined by 
the way in which national income is distributed as between 
the agricultural and the non*agricultural sectors of the society. 
It is also the price-ratio, as between their goods and the goods- 
that the industrial and the other non-agricultural sections of 
the society produce, that is a determinant of their incomes- 
(real, not nominal) of the peasants. The problem today is- 
different from what it was in the days when agricultural- 
pursuits were carried on for subsistence. A different problem 
poses itself before the peasant whose future is tied with, 
of the future of the his society and in this respect, it is to be 
conceded that the aim is to secure a good share out of the 
national income. 


The Problems. What are the problems affecting the future 
of the peasant ? The answer depends on local and topical and 
complications. Still, some general issues could be posed in this- 
respect- The first problem is that of the maldistribution of in- 
comes. Usually, the city and the urban labour could earn much 
more than the rural worker for the same amount of work ; this 
baffles the peasant and the planner. Maldistribution of wealth 
is not only detrimental to the peasantry, but also national pro- 
gress, as it weakens their enthusiasm and incentives in the work, 
they take up. It is a problem of high priority. The second pro- 
blem is that of the unfavourable price ratios, which reduce the 
real incomes of the peasantry. It may be due to the excessive 
pressure of population on land and the imbalance in production, 
next problem is that of the natural trend (due to the inexorable 
operation of the law of increasing costs) towards a rise in the 
prices of farm products; this fact puts the peasants at a dis- 
advantage which takes the form of adverse price ratios. And 
the last problem is that of lowering standards of living of the 
peasantry ; this is further aggravated by the fluctuations that 
the peasantry and farming experience so commonly. The last 
two problems deserve consideration. 

Inequalities and Prices. The question of prices giving birth 
to inequalities as between the peasants and the industrialists, 
is of great significance to the national economy and needs 
detailed consideration; i.e. price ratios as between the industrial 
and the farming goods and also fluctuating prices and their 
impact on the agricultural economy. Price ratios determine 
real incomes of the peasantry, while price instabilities jeopar- 
dize living standards. The first factor is of considerable impor- 
tance, for if price ratios persist in being adverse to the peasants’ 
interests, they would ultimately affect the quality of the 
farming enterprise and of the entrepreneur, thus depleting: 
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agriculture both of resources and of entrepreneurs The remedy 
is to evenly distribute the working population and the working 
capital as between agriculture and industry The rising trend 
could only be controlled by measures designed to combat the 
law of diminishing returns (or increasing costs), that is the 
initiation of the scientific means of production and the better 
technique m agricultural undertakings The problem is, there- 
fore, that of putting agriculture on sound scientific footing 
Again, fluctuating prices mean fluctuating incomes for peasants 
and this in turn means that the standard of living could not be 
stabilised Living standards continue to drift from the higher 
planes to the lower ones with the result that the peasant reaches 
a level below which he could not sink Such remedies have to 
be applied as the situation warrants 

The Standards of Living A low standard of living poses 
the most serious problem in the agricultural setting How to 
raise the standard of living of the peasantry ? Low standards 
in non-agricultural sector adversely affect the future of the agri- 
cultural enterprises as this fact seals all enterprising spirit and 
brings about a depletion of investments in the agrarian sector, 
with consequential disinvestment therein But standards of 
living could only be raised after incomes have been lowered 
Alternatively, this could be done by eliminating waste and con- 
verting it into some useful purpose By teaching Home Econo- 
mics to women folk in villages, the standards of living of the 
peasantry could rise, for condemned articles are converted into 
commodities, of utility to the peasant and his household The 
various devices which may be adopted to bring about an increase 
in the incomes of the peasant have been discussed m the body 
of this book and in several chapters above 

Country and Ctty Disparity, as between the city and the 
country living, is apparently responsible for damping initiative 
in peasants’ enterprises It is not income disparity or differen- 
ces in the monetary earnings alone, that account for differen- 
tial attractiveness of urban life, but the other real factors, that 
have to be taken into account, in his liking for the city life and 
his desire to settle there It is in these intangible factors that 
lies an explanation for this disparity Provision of schooling, 
hospitalisation, electricity, and other amenities of life charac- 
terise this disparity Some progress m this direction has been 
made, no doubt, mobile dispensaries, moble banks, and mobile 
post offices have done much to reduce the disparities as between 
the two The dm of city life makes an appeal to some people 
•who prefer to migrate to the cities in search of ampler incomes 
.and more economic opportunities there As between the ltving 
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■standards in the cities and the rural areas, the preference may 
te for the former types with the result that this disparity arises 
■out of differential standards, as between these places. In this 
direction, a comparative study of living .conditions and the 
standards of living is very urgently needed; it is essential for 
comparison of the two regions, with special reference to the 
•costs of living as between them. 

Population Movements- Two types of population movements 
are visible; absolute population trends in villages, and the move- 
ments of population as between villages and towns- Both these 
movements are important from the peasant’s view-point. Survi- 
val rates and marriage rates are high in rural areas where fami- 
ly life is essential to the efficiency of the (rural) productive 
apparatus. With an improvement of village living standards, the 
trend of population is on the incline, for the first impact of pros- 
perity is to raise population in regions which have risen from 
the starvation level to the subsistence level and upwards. Second- 
ly, the urbanward movement is on the increase, and there is 
thus brought about an adjustment as between the pressures of 
population in the rural and the urban areas. The urbanward 
movement comprises the active members and the richer sections 
of the village population and this brings about a depletion of the 
working population in rural areas, as also a diminution of the 
investible funds there. Qualitatively speaking, this adversely 
affects the village economy. Industries attract more people 
■from villages to towns, while the ruination of village indus- 
tries has been responsible for urbanward migration- 

* The Question Mark. On what does the future of the peasant 
depend ? The most pressing problem is that of the raising the 
peasant’s living levels. It was thought that the peasant could be- 
nefit from competition, which should, therefore, be encouraged. 
But this view has been now discarded, and the modern view 
stresses the evils of competition as being responsible for the pre- 
sent plight of the peasant, and lowering living standards. His 
income depends on prices obtained for his produce, price is 
the main consideration to be reckoned with. Competition has 
to give way to co-operation, which is the best remedy for the 
ills of the rural people. What form should this co-operation 
•take, is not to be decided by the theoretician but by an assess- 
ment of the needs of the villages and the rural people them- 
selves, as co-operation must be in accord with the environment; 
it should be evolutionary it its growth and not an imposition 
from above. 

Lines of Action. In order that national and rural welfarer 
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accord with each other, it is desirable that the problem be not 
attacked in hasty and isolated manner In the agricultural 
interests, restriction* are enforced including those on agricul- 
tural industry itself But this is not to jeopardise national 
standards of living and consumption Competition may benefit a 
few industries and also a few undertakings, and its restriction 
must be very discriminate for instance, in respect of middleman 
services, in the marketing sector, it would pay to encourage 
competition The impact of limiting competition on prices has 
also to be borne in mind beforehand for it may result in the 
enhancement of price levels, the whole price cost structure may 
as well be disturbed by the action taken to limit competition m 
select sectors of the society An eye on social and economic 
justice has to be kept, for now. as never before, the ideals of 
socio economic justice have found favour with everybody and 
peasants are increasingly conscious of these The flexibility of 
the industrial and the agricultural systems has to be taken Into 
account when introducing reforms Also the interrelations of 
the two must be \ tewed so as not to disturb one with consequen- 
tial disturbance of the other It is also to he noticed that justice 
in distribution is essential for the peasant’s well being 

Concerted Action In this connection, it may be pertinent 
to point out that the future of the peasant could only be 
brightened by concerted action when implementing plans for 
the uplift of the peasant Concerted action is in the first ins- 
tance, essential in cultivation then in marketing and distribu- 
tion and lastly, in the allied processing and other industries 
In the second stage concerted action is also necessary in the 
industrial sector as the situation in the non agricultural sector 
reflects on conditions in the agricultural sphere And it is im- 
portant 1 hat the same procedure be followed in other sectors, 
so that production from agriculture and industry is absorbed in 
the markets and all forms of economic activity are well mteg 
rated In another way, it is proper and necessary that all 
agencies for the uplift of the peasant should work together, and 
be coordinated in a concentrated manner It is also to be 
stressed that the prime need of all agricultural policies is the 
unity of purpose, for nothing confuses the peasants mor»- than 
different voices with which welfare workers often speak It is 
the unity of purpose in agricultural sector that needs to be im- 
pressed on the planners The economic policies of the state 
should be evolved in consultation with several non-official 
agencies, with a view to achieving agreement on basic points so 
that the implementation is rendered easy for the peasant who 
may also enlist his active participation and assistance in the 
movements launched to lift him up to the standards deemed 
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necessary for him and the society he lives in* How this is being 
-done is an interesting study which, though not perti i the 

theoretician, may still be fruitful. 

The Extension Services. A fleeting reference may be made here 
to the extension services which have been launched in several 
■countries for the express purpose of improving the peasants 
by means of self-reliance. The state can put him on the right 
path and show him how the greater utilisation of local resour- 
ces could result in bringing greater prosperity. Various steps 
have been advised, but there is some agreement on the basic 
methods of approach. In the first instance, the problem could 
be tackled by improving agriculture itself, this would bring 
greater income to the peasant. In this connection, the practical 
aspects of agricultural science should be extended to the peasant 
with the result that he has a practical approach to agricultural 
problems. Training in the rural leadership is an essential 
feature of the programme. The next step aims at the improve- 
ment of the health of the peasants, for the expenses add to the 
costs in terms of efforts to put the farmers in healthful condi- 
tion is huge so that a great saving is affected if the services and 
expert advice is directed to exploiting the local indigneous 
medicinal resources to lessen the strain on the purse of the pea- 
sants. In this respect, attention has to be focussed on the 
■organisation of sanitation services in villages through effectual 
co-operation. The villagers must acquire hygienic habits. The 
next step is to improve home practices, so that the peasant and 
his wife better home and family life to which they are so much 
devoted. It is advisable the nvet the attention of the villagers 
to those practices as could be conducive to better living. With- 
•out recreational activities rural life becomes a routine dull 
affair boring both to the villagers and their attitudes- Illite- 
racy and ignorance are the next problems to be attacked, the 
organisation of the farm schools, both for children and adults, 
but with care and caution, is the next step without which 
Turalites could not make their practices better- In this respect, it 
is very very important that rural schools should be made really 
rural, the instruction in these schools should be in confoimity 
-with the needs and the local problems, which may be included 
in the curricula. And the next step is to make the application of 
the latest in science possible in the locality in accord with the 
means and the needs of the peasants. And above all, the essen- 
tial feature of this programme should be to operate a total pro- 
gramme ; of course this is most important in fhe estimation of 
the experts, who have had some experience of rural assignments. 
No farmer could split up his life and its problems into isolated 
units, and then tackle them ; life and its problems have to be 
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treated as a whole and not piecemeal It is of importance that 
the problem is attacked from all fronts so that no weak spot 
infects the social fabric of the village society, nor any loooholet 
left y 


An Epilogue This analysis points to the fact of dynamism 
in the rural economy, and its application to the agricultural 
sector, but it has to be conceded that the survey has been only 
selective, far within the limited space it could not be humanly 
possible to attempt an exhaustive and complete analysis of agri- 
cultural problems facing an unstable economy in its dynamic 
perspectmtv It may only be hoped that the selectivity of the 
survey has not much depreciated its utility The future of 
\illage communities appears to be bright, in view of the grow- 
ing consciousness of the farmer to his own problems and also 
in view of increasing awareness about agricultural problems by 
the general public This last chapter attempted to review the 
basic factors making for the betterment of the agriculturists 
and for the reform of agriculture with a view to improving the 
status of the peasant and also his environments To the peasant, 
agricultural pursuit is not only a source of money incomes, but 
a mode of living For the farmer, agriculture is the whole of 
his life and an essential part of his living Hence the crux of 
the rural problem is not economic, but social and sociological 
It is human relations that count for more than anything else in 
the practical aspect of living m the rural society, and it should 
be the aim of the Economist, the Politician and the Legislator to 
conform to this ideal of welding social relations m a manner 
most invigorating to the peasants and also conducive to the 
general well being of the society as a whole In this connection,, 
two things appear to be extremely essential , first that is local 
rural leadership that should be evaluated and secondly, that 
haste should be made slowly This leadership problem is quite 
a difficult issue because of the fact that the gulf between the rich 
and the poor in the rural areas, is sufficiently wide, and the 
educational standards not very high External, non rural leader- 
ship could not inspire that confidence and self reliance that is 
of the essence of all reform and advancement in all walks of 
life Those intimately in touch with rural conditions and 
agrarian attitudes, alone, could take effective steps in this- 
directmn And the nature of the efforts may also vary with 
different localities In the second instance, the advice is 
“make haste slowly” for any hasty step may jeopardise all 
attempts, and also cause disappointment, resulting in a major 
setback to all concerned The peasant may creep back into his 
shell, and the efforts of the rural worker wasted It is only by 
aery slow, well-calculated steps, that the whole problem could 
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be attacked and tackled successfully. It is on sure foundations 
that success could be built and then stabilised, It is also to be 
recognised that the foregoing is only instrumental in making 
the laymen and the students understand and appreciate the pro- 
blems confronting Agriculture. And if this objective of provid- 
ing the rural worker with intimate theoretical apparatus to 
enable him to assess a particular situation correctly, is achiev- 
ed, the author stands very amply rewarded for his efforts in- 
presenting this dissertation. 



